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1. Introduction

The evolution of the role of the State and itsitosbnal functions, in the light of the
failures of both the Market and the Welfare Sta&emodifying in a substantial way Government
approach towards the possible models usable i twdmuild relationships with the private actor.

This led to a consequent evolution of public-prvatartnerships, from contracting-out
models towards new forms of integrated entrepresiepy which demonstrates a better capability to
handle challenges and concerns related to delnfepyblic services.

At a moment when the definition and the componenht$e “social enterprise concept” are
still under investigation, we have to address seié as to whether this form of entrepreneurship is
always the best answer to the requirements of eergance and co-production of the system as a
whole and/or its most important parts.

In a previous work, it was investigated the soethlto-enterprise as the collaborative form
that, differently from others used in the past, ldduave the maximum content of co-governance
and co-production principles; allowing a greateroilvement of the non profit actor in terms of
policy formulation and strategic management of pusgrvices.

Once assessed the characteristics of the mixedpeste this article aims indeed at
exploring the opportunities offered by an entrepreral model that overcomes the intrinsic limits
of collaborative relationships based either on Yaid relations or on the usual exchange between
client and supplier.

In particular, here the focus will be on the capgbbf this form to improve, on the one
hand, financial resources accessibility (especialiythe public actor) and performances of service
delivery (in terms of both processes efficiency affdr effectiveness).

On the other hand, to increase the level of tramsuy and the quality of interaction among

actors, the qualitative and quantitative level egponses to the needs of the community, and to
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activate all communitarian resources, so that tprawe processes of “community building” and
the quality of public policies.
That means creation of social capital and publioeza

2. The co-enterprise in the sector of the public peonal services: a step forward from the

social enterprise

As already known, what traditional relational forwfscontracting-out have in common is
the fact that the relationship between governmadttae NPO basically fits a supply-contract.

The underlying logics is indeed that of the “coatirag-out”, so that the public institution
decides to out-source the production of public ises; while remaining their holder, rather than
producing them in-house.

Undoubtedly, one of the main advantages of outesngris the reduction of costs that the
instrumental use of non profit enterprises is kel ensure.

However, the logic of price often presents wellkmotrade-offs in terms of quality of the
services delivered, thus inducing the NPO to inweste in the attempt to contain costs than in the
qualitative improvement of the services themselves.

Surely an effort was made to replace the “beariskelanism” with criteria of selection of
the partner that could enable his project skilld his ability to provide high-quality services te b
appreciated, as with the “calls for bids” that neguhe proposal of complete projects.

Because of the precariousness of the relationghdptiae short-term perspective, however,
even in these cases the supplier, once he is sdeist not encouraged to further invest in the
development of the services.

In addition, there are the transaction cbstgpically associated with “arm’s length
relations”.

By definition, these are related to the specifictf the assets, to the information
asymmetries and to the possible opportunistic bebey that parts may adopt throughout the
relation.

Hence, in the analysis of costs and benefits mledecontracting-out practices, we should
make a more accurate evaluation of these costs.

Even though the reduction of economic costs is idensd a main advantage of out-

sourcing, this should be quantified net of the ptié additional transaction costs.

! williamson O.E., The Economic Institution of CapitalismThe Free Press, 1985
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In particular, both the government and the noniparfjanisation are holders of specific and
exclusive assets.

As a consequence, a relationship based on merdysprtices will only increase their
interdependence and consequently the afore-metiooss.

Indeed, the public institution owns the “power” sasce, which from the very beginning
could posit the NPO in a position of subordinatibrjng the NPO usually endowed with minor
contractual power.

The government could therefore enforce unfair jicastor tariffs, to which the NPO, in
order to preserve the relationship, would haveive .

Moreover, the logic of supply accentuates one ef tisks that Young notices, more in
general, in the public-non profit partnersHips

This relates to the potential loss of the NPO’satéifiy of working in an autonomous way.

If we consider that, especially in Europe, one lod structural weaknesses of the Third
sector is the excessive dependence on public finghwe see how this risk can be considered as
extremely relevant.

This might become a source of potential opportimisehaviour on the part of both
partners.

From the non profit point of view, then, once thaitement to the services’ supply is
obtained, though without any guarantee of a lastatationship, the economic logic to be pursued
will be a short-term one.

If prices are determineex ante as usual, this will lead the NPO to save produnctosts to
the detriment of quality.

On the government’s side, then, if it is true ttied government is required to maintain a
behaviour that complies with the bureaucratic agislative ties that were determined within the
relationship, it is also true that internal inestiaf a cultural nature could later arise, thus esimd
the relation more complicated.

Out-sourcing the services, which was previouslydpoed in-house, may encounter both
political and social resistances.

For instance, human resources that before werdviedon the production of services, might
be re-employed in other areas against their viillyeby developing a perception of the relationship
as a “zero-sum game”.

This would cause the propagation, within the whaiganization, of a hostile attitude, that

would endanger Public Administration’s correct Harglof the relationship.

2Young D.R., Alternative models of government-nonprofit relasintheoretical and international perspectives”
Nonprofit and Voluntary Sector Quarterly, vol.29]1 n2000
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Furthermore, there are cost determinants that @eeifecally related to the contracting-out
practices between the PA and the private entegrise

Amongst these, we can refer not only to the alreadyntioned “asset specificity”, but also
the so called “task complexity” and “contestability

The first one concerns the difficulty in monitorimgitinere the observance of the terms and
conditions defined in the initial transaction.

For instance, we could consider the control thatghblic institution should keep over the
guality of out-sourced services.

The discovery of a qualitative gap, between thenmta qualitative levels (e.g. expected
guality) and the delivered quality, may only oceumpost, with consequent costs in terms of social
value that could be very high.

“Contestability”, on the contrary, refers to thegence in the market of current (and above
all new) potential suppliers of the Public Adminadion.

It is clear that a low level of “contestability” areases the risk of opportunistic behaviour,
and its related costs.

Very often, when the choice is made to out-souatlethese factors are not considered, so
that the cost-benefit analysis that both parts niegifere entering the relationship results distorted

For the NPO, in fact, the value of the funds reedifor the services delivered, is often
decreased by the damages caused by the “suffotafitis entrepreneurial capabilities.

This relates to both the financial autonomy, aswised before, and the possibility to invest
in innovation and company growth.

The entrepreneurial capabilities of the Third seate thus not valued enough, even more so
if we consider that, according to the logic of dypphe role of the non profit actor is strictly
limited to the mere phase of production.

Even when a greater involvement of the Third sewetas sought in the phase of public
policies planning, empirical evidence demonstralted the intentions of lawmakers did not met the
expected results, unless rigorously formalized @sses were present.

We can think of the limited participation of themprofit actors in the planning activities of
regional authorities (established in Italy by L.BZBO0), or refer to international experiences such
as that of parents’ co-ops in the field of edugaicservices in Sweden, which were relegated to the

role of “service providef”, or the failure of the “community governance” miigm in England,

% Globerman S., Vining A.R. A framework for evaluating the Government Contragtbut decision with an
application to Information Technology”, Public Admstration Reviewvol.56, n.6, 1996

4 pestoff V, “Hurdles to the Third Sector and the Democratisatof the Welfare State’Berna EGPA Conference ,
Third Sector Group, 2005



with the example of the “Local Strategic Partngushiwithin the sphere of “Neighbourhood
renewal® or the CVO sectbr

These issues represent the typical factors thagrmete the difficult choice between
“market” and “hierarchy”.

From the public point of view, since contracts iateinsically incomplete and insufficient to
provide enough safety measures to protect the congood, often “forms of private government
develop for coordinating and policing the relatioips moving it away from a contract-based
agreement and closer to quasi-integration”

As a result, the idea of “hybrid forms” that mighhable the reduction of both the
transaction costs connected to the market andixeel fcosts resulting from the choice of the
hierarchy, begins to emerge.

There are different organizational forms that canthought of as “hybrid”: networks,
alliances, collective trade-marks, cooperative frpartnerships.

All these have in common not only a certain levelnwestment in “mutual dependence”,
but also the sharing of risk in handling uncertaint

The conditions for the functioning of such forms,an primis, the formal definition of
reciprocal obligations (legally binding contradfllowed by an actual effort towards the continuity
of the relationship.

In addition, it is useful to establish, from thewéeginning, specific goals and requests, and
clauses specifically created for the definitiortha# reciprocal adaptation.

Furthermore, practices of bilateral protection thbdormal (financial guarantees) and
informal (trust, accountabilit§f} would result necessary.

The aim of all this is to save the costs and sliagesort of “quasi-rents” resulting from
working together.

The similarity of these “hybrid forms” and the adt@ges they imply, such as described by
Menard as the mixed enterprise, is clear.

In the attempt to make such concept more genertiput considering the specificities of

the different national regulations and legal systemve can say that the mixed enterprise is

5 Johnson C., Osborne S.PLptal Strategic Partnerships, Neighbourhood renewaad the limits to Co-governance”
Public Money and Management, July, 2003

® Osborne S.P., Mc Laughlin K.The cross-cutting review of the Volountary Sectdrere next for Local Government-
Voluntary Sector relationships?Regional Studies, vol.38.5, 2004

" Menard C., The Economics of Hybrid OrganizationsJournal of Institutional and Theoretical Econosnie. 160,
2004

8 Menard C., The Economics of Hybrid OrganizationsJournal of Institutional and Theoretical Econasnin. 160,
2004



characterized by being an organizational form tlsammehow, represents a choice of “quasi-
integration” both from the public and the non-prside.

Obviously, the concept of mixed enterprise is mairely new in literature.

This term has already been used by French sch@lemsenterprise”), among which M.
Bedard, L. Bernier, E. Poltier, M. Tereraho; Englanes (“mixed-enterprise”), such as S. Brooks,
L.D. Musolf, D.L. Spencer, A.R. Vining; and Germatademics (“gemischtwirtschaftliche
Unternehmung”), as F. Terhalle and K. Spohn.

What links the different definitions is the idea ‘glublic and private participation in the
capital and control of a corporate ventdre”

However, what has recently stimulated the interafstscholars and operators, is the
applicability of this model to the sector of publpersonal services, in particular within the
partnerships between the government and the Taatbs

The literature on this topic is not so copioustesliterature that analyses mixed forms with
private-for profit partners.

Indeed, if we consider the mixed formula as an @imh of the collaborative relation with
the government, we can identify, for the non prpéttner, different peculiarities.

In the case of the public-non profit mixed entesgyi the main peculiarity is that,
traditionally, the private counterpart has représeéa supplier of public authority.

As far as this point is concerned, it seems intergdo recall some patterns set by scholars
in the field of the client-supplier relations ekistin different industrie.

Actually, between these theorizations and the éwmmiuthat involves public-non profit
relations emerge significant connections.

In general, we can say that the growing instabiigical of the companies’ competitive
environment is encouraging the transformation ieinttsupplier relations.

The latter increasingly become ‘tight’ on the om#es and selective on the other, pushing
the parts towards a progressive reciprocal integratvhich affects two aspects.

In primis, it affects the planning point of view, so thaeat and supplier begin to design,
together, the product or the service strategietsstinauld be pursued jointly.

Secondly, it affects the production aspect, so itf@rmation and the processes involving
the whole value chain are actually shared.

These coincide, respectively, with the conceptsofdesign” and “co-makership”.

® Spencer D.C.,Mixed Enterprise as a tool of economic developmientia’s contribution”, The American Journal of
Economics and Sociology, vol.14, n.2, 1955

19 De Maio A., Maggiore E.,Organizzare per innovare. Rapporti evolutivi cliefarnitori” , Etas, 1992

Lorenzoni G., La strategia vincente delle alleanze vertical’ impresa, n.6, 1993

Merli G., Leoni M., ‘Comakership — Clienti e fornitori: come fare busisénsieme;’ ISEDI, 1997
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In relation to these, we can depict an evolutiorthef supplier’s role in the relationship,
which moves through three stalfes

1. “normal-supplier”: transactions are based on liuve specifications and
founded on the logic of price; orders are shontest.

2. “integrated-supplier”: quality is agreezk ante provisions are more frequent;
prices are more flexible, in terms of market adiata the supplier begins to be considered
a consultant.

3. “partner-supplier”: cooperation in planning &avant; investments are shared; the

exchange of information about products and proseisseonstant.

Fig.1- Evolutional stages of exchange processesvieen client and supplier
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The analogy between the concepts ofdesign” and “co-makership” and those of “co-

governance* and “co-production® appears quite clear.

11 Merli G., Leoni M., ‘Comakership — Clienti e fornitori: come fare busiaénsieme;’ ISEDI, 1997



Fig. 2 — The evolutional process of the non profgnterprise
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Thus, it could be possible to elaborate a similadeh that, once the changes occurred in the
relationship with the Public Administration are aokledged, is able to outlines an “evolutionary
process” of the role played by the non profit actor

With the mixed enterprise, this role changes sigaiitly. The move towards an authentic
partner position within a fair relationship, repets indeed the climax of the evolutionary process
that characterises the “collaborative strategytte non profit organisation, as theorized by F.
Manfredi.

12 Co-governance is here intended #®“involvement and participation of the collabamatparts in the governance of
the accord; the balance of decisional power inphases of planning, other than delivery, of sewjies well as the
sharing of the mechanisms of reward and cofitrol

13 Co-production is here intended akefinvolvement of different entities (e.g citizensagurkers) in the production of
services, with significant contribution and conersharing of inputs, in a long-term collaborativergpective and with
a democratic participation in the formulation andplementation of the policies and strategies relatethe servicés
4 Manfredi F., ‘Le strategie collaborative delle aziende non prdfitonomicita, etica, conoscenz&GEA, 2003
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If we consider its phases, the process begins amittinitial phase”, where the collaborative
experience of the social actors involved is alnraisent, and the awareness of the value of their
output and the output produced by the relationghipinimal.

Moving further, we come to a “stage of developmemthen the NPO starts to pursue a
convergence of the views, the cultures and therdaste typical of the different stakeholders
involved in the relation, seeking possible deteanis of compatibility.

After this, we have the “maturity phase”, when thesis to build a more solid relational
environment are developed.

Levels of uncertainty lessen, while the value dpatiincreases. Above all, there’s the need
to reinforce the position achieved and make thiabotative relation more effective.

Goals are better defined and agreed on by thereliffeshareholders and new connections
are developed in order to improve the capabilitynobvation and adaptation to the changes of the
environment.

Finally, we have theifiter-paresrelationship” or proper “partnership”, where tloderof the
non profit organisation changes even more.

The quality of interaction improves and the sogasitioning upgrades; the ambiguity of
common goals is minimized, the latter grow in teraisimportance; and the respective tasks,
rewards and sanctions are formalized.

This generates greater innovative capability, Béiy in replying to environmental
changes, strong awareness of the value of theams$hip and reduction of the level of risk and
consequent uncertainty.

As a result, the relationship becomes long-lastimg) autonomous.

The congruence with the phases that are typicalthef relation with the Public
Administration is clear.

From a mere instrument for the delivery of pubbevices, the non profit actor has gradually
developed an increasing awareness of its rolearid relation and within the community.

The intermediate phases of development and maftofitw.

Here the role of “supplier” has progressively beeartoser to that of “partner”, via different
forms (e.g. support vs accreditation), with whisler the legislator has considered appropriate to
legitimate the growing importance and awarenesheohon profit actor’s role.

Up to the formula of the mixed enterprise or, elsetter, of the “co-enterprise”.

Here, the interrelations are strong and formalizedpurces are shared, processes are joint,

the innovation capability is greater, and answessjaiicker.



It seems indeed useful to delineate a typology rdérprise different from the past, one
which, while maintaining the peculiarity of the ntutrative purpose, distinguishes itself from the
others thanks to the ability to merge its own cbemastics with those of a public player, with
whom it shares a common goal: the good of the conitywthey belong to.

Recently, the interest in the conceptualizatiothef“social enterprisé® (conceived in order
to distinguish, “positively”, non profit organizatis that have particular features) has developed.

Whilst, in fact, non profit organizations are defth“negatively”, as organizations that do
not pay dividends, “social enterprises” are congdeso because of not only their entrepreneurial
nature and their productive function, but alsortlsecial purpose.

This double “soul” (entrepreneurial and social)y; b& split into different features.

These help to appreciate the specificities of aigoiof players of the Third sector that, as a
result of a sort of Darwinian evolutionary procelsaye been able to achieve autonomy and a new
identity, thus distinguishing themselves from othetill relegated to a condition of dependence,

uncertainty about their own role and their objezsiwithin the community.

Fig.3 — Characteristics of the social enterprise
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In the light of the observations madéle in relation to the new forms and roles thnet t

non profit players may assume, the concept of bommerprise can no longer define the

5 Borzaga C., Defourny J. (Eds)[He emergence of social enterpris®outledge, 2001
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peculiarities of those companies which in actuat faave taken a further step in the “evolutionary
process”.

The concept of “co-enterprise” can therefore balusdegitimate the importance of the role
that the organization plays not only in relation ttee Public Administration, but also in the
governance of the local system.

On the one hand, in fact, the entrepreneurial gmgbrds maintained, on the other, the

correlations among all the stakeholders are improtrags becoming stronger.

Fig 4 — Characteristics of the co-enterprise
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Co-governance ando-production originate in (and in their turn origiepthe sharing and

the communality of interests, intents, goals astueces.

The aspect of the notion of social enterprise thaivercome, is actually the “individual’
dimension, understood both in relation to the cpteef “sociality” and “entrepreneurship” (that in
the “co-enterprise” merge into one) and in relationthe organization itself which, as a social
enterprise, would rather continue to be a merelgrpy the public authority or its substitute.

And this does not affect the different concept wirepreneurial “autonomy” which, on the
contrary, is improved in the co-enterprise.

Moreover, thanks to the particular connection thatreated with the public institution, also

the other relations within the community will impey especially in terms of trust.
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Fig.5 — Enhancement of stakeholders relations
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This broadening of the organizational boundarigs;oaraging an improvement of the
relationships among the stakeholders, allows thedymtion of social capital within the
community’s environment.

This is what M.Weil defines as “community buildif§”which, besides the production of
the service itself, now becomes a joint objectif/éhe partnership.

Such a concept is defined as the whole set of ipslipractices and activities that support
and widespread positive interactions among ind&islugroups, organizations and communities.

And this perspective appears rather close to the pat forward by G.T.Kingsley,
J.B.McNeelj and J.O.Gibson, according to whom theaecement of public-private partnerships
has a double effett

On one hand, we have the strengthening of sharddessasuch as trust, and the
intensification of inter-organizational networksing to the production of social capital.

On the other, individuals learn new ways to comroat@ and collaborate over time,
something that increases the level of know-how tedprofessional competences available to the
community.

This approach is based on a model of partnershiprayhas with the model previously
described, values, expectations and results analgcshared.

Above all, when it comes to “community buildinghe role of the partnership in the
entrepreneurial processes and in the processesaohipg and strategy development, becomes

fundamental.

18 \Weil M., “Community building: building community practiceSocial Work, vol. 41, n.5, 1996
7 Kingsley G.T., McNeelj J.B., Gibson J.OGCSmmunity building: coming of ageThe Urban Institute, 1997
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And according to the same authors, all these aressthat need a direct interaction among
all the members, and the conscious purpose to brotee boundaries of the collaborative relation,
thereby “overcoming institutional barriers”.

These are actually the intrinsic characteristichefco-enterprise.

3. Co-management principles and the role of co-emarise in the public sector management

Changes in Public Management have progressivelgdated in the management of public
services factors that are typically sourced frome frivate sector, such as: the language of
consumerism; the development of government by eotdr the principles of performance
management; the use of “quasi-markeforms.

It the meantime, it is recognized that, in ordebtimg positive effects, these factors should
not be merely drawn from private sector and baldrimethe recognition of the values of the public
sector.

This is why the form of mixed enterprise, if ownleg public and non profit actors, could
grant this kind of balance better than other orgational forms.

In fact, the introduction of new management procesland economic assumption, even if
coming form the private sector, are filtrated by tion profit principles.

This is possible thanks to the institutional orderd the “double soul” of the mixed

enterprise, that, even being a private entity, afesrfor public goals.

18 Stewart J,; Walsh K.,Change in the management of public servicesblic Administration, vol. 70, n. 4, 1992
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Fig.6- The institutional definition of mixed enterprise
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Source: Manfredi, 2003

Furthermore, with the mixed enterprise, it is jiussto pursue a “double purpose”.

On the one hand, the necessity to maintain comditad economic balance should ensure an

efficient employ of inputs. Moreover, the possiblice of the form of the limited company would

allow a more effective provision of financial resoes.

On the other hand, the institutional purpose of N, that coincides with that of Public

Administration, remains the qualitative and quaxitie improvement of services.

In this way the nature of the interest clearly remagublic, with no risk of contamination

for the non profit or the public part.

In addition, this happens independently from thet fihat the major stock is public or

private. What matters is that, even maintainingudlip interest, it is formally a private owned

company.

Actually, if the choice of forms of market compigtit (e.g contracting-out forms) can

certainly improve performances in service delivastually ownership also matters a lot.

This does not imply that private ownership is als/ayeferable to public ownership.

9 Manfredi F., ‘Le strategie collaborative delle aziende non prdfitonomicita, etica, conoscenz&GEA, 2003
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But it is demonstratéd that where competition is normatively appropriafgjvate
ownership is preferable from an efficiency perspect

One of the reasons is that the most accredited Isdoe developing organizational
strategies seem to come from the private sector.

The concern is rather about the strategic probkred by the non profit organizations and
government bureaucracies, that these model ofterotitake into consideration.

This is related to the value these organizationslyre, since this lies in the achievement of
social purposes for which no revenue stream isilseadparent, rather than usually it is in creating
wealth for shareholders or satisfaction to custemer

M. H. Moore develops therefore an alternative sggtmodel* suitable for government
organizations, that focuses the attention of mansage three key issues: public value to be created,
sources of legitimacy and support for the orgaiopaiand operational capacity to deliver the value.

Co-enterprise is an organizational form that cotedyefits this strategy model, which
resonates powerfully with the experience of nonfipnmanagers, focusing attention on social

purposes rather than only on financial objectividseved by selling products and services.

Fig.7 - The strategy model in the co-enterprise
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#Vining A.R. ; Boardman A.E.;Ownership versus competition: Efficiency in puleliterpris&; Journal of Public
Choice; vol. 73, n. 2; pp. 205 — 239; 1992

15



Actually, these three key strategy issues can ptod&d for the co-enterprise:

- Presence of PA the traditional monopolistic mentality of pub$iervices provision has
been replaced by a cultural change which overcothescommon wisdom identifying the
“owner” of public services with the juridical sulsjan charge of their provision.

That means, the service is considered “public” bseaof the needs it is conceived to
fulfil, independently from the juridical nature tfe entity delivering it.

Nevertheless, the fact that a public institution dsectly involved, both in the
governance and in the production of the serviceansinstitutional and “psychological”
guarantee that the service is functional to thdipgjoal it is suppose to pursue.

Such a presence is therefore source of legitimawy support for the organization

responsible of service production, even if it jgrizate entity as in the case of the co-enterprise.

- Presence of the non profit partner the NPM reform focused on the identification of
technical and operative solutions, and organizatiand managerial models, that could improve
government performance in service deli?éryThese principles are often derived from the
private sector and consequently adjusted to théerdiit features and purpose of public
organizations.

This is a sort of “customizing” process, which isky and not easy to manage, when
there is the public interest playing a significasle. This is why the peculiarity that the private
partner in the co-enterprise is a non — profit orgation makes this “adjustment” easier and
more functional. In fact, even belonging these nganal techniques to a private “sphere”, they
are used with an analogue purpose they would havenwntroduced in an organization

supposed to play a public role, such as the coqanige.

- Shared public - non profit institutionaligpose ~ the most important thing the public
and non profit actors have in common, is the ing8tihal interest they share. That is, the public
interest, as intended as the production of somgtthat brings value to the community as a
whole.

Adopting a “functional approach” to define the miegnof public interest, Government
role is mainly that to individuate and choose thmermadequate forms and entities that, in terms

of efficiency and effectiveness, are better abluliil the public function.

21 Moore M.H.; ‘Managing for value: organizational strategy in fmrofit, non profit and governmental organizatiéns
Non Profit and Voluntary Sector Quarterly ; vol; 29 suppl 1; pp. 183 — 208; 2000
2 Hood C., ‘A Public Management for all seasonsPublic Administration, vol.69, n.1, 1991
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Therefore, the public functiéh itself can be run also by different or not-public
institutions, if able and oriented towards the picitbn of public value.
This seems to be the case of co-enterprise.

By definition “public value” is intended as “insttional yield®*

, as synthesis of two
main dimensions: the quality of public policies ahd economic optimisation of the underlying
managerial processes.

The intention is here to demonstrate that the d¢erprise can positively influence both
these dimensions, throughout the implementatioth@fmechanisms of co-governance and co-
production already described by the autffors

Co-governance is in fact able to faviarms of interaction for governing purpéSe
based on informed and shared decision processegeiaiion, delegation of responsibility, co-
planning, that enhance the quality of public pelci

Co-production, on the other hand, influences perforces linked to service management, in
terms of both efficiency and effectiveness.

G. Kelly, G.Mulgan and S.Muéfsfor instance, split the concept of public valuethe
components of “service” (user satisfaction, ethmdfure expressed in service delivery); “trust”
(between citizen-users and government) and “outtoRweaticularly in the last one, they recognize
how co-production mechanisms play a noteworthy. risi€fact the way services are organized, in
partnership with other “players”, seems to havegaificant impact on the effects of the services
interacting with other social and cultural actiegiand forces.

It can be said that co-governance mechanisms malrdpes the quality of public policies
such as co-production influences the functionabfy managerial processes. Nevertheless, the

interaction among these dimensions is really hpginticularly in the caenteprise.

2 For further details on the conceptual dinstictmetween function and service, see Fiorentini G.n&grizzo M.,
Zangrandi A.'La Pubblica Amministrazione da sistema burocrataoetwork di serviZj in Fiocca R. (ed.);Imprese
senza confini. Sviluppo e nuove forme di alleare@ziend& ETAS, Milan, 1987

24 Rebora G.“La valutazione dei risultati nelle amministraziopubbliche”, Guerini e Associati, 1999

% Manfredi F., Maffei M., €o-governance and co-production: from the socideggrise towards the public-private
co-enterprisg in Osborne S.P. (ed.)The Third Sector in Europe: continuity and chahd®outledge, 20070t yet
printed

%6 Kooiman J., Governing as governanteSage, 2005

27 Kelly G, Mulgan G., Muers S.Creating public value: an analytical framework ublic Service ReformUK
Cabinet Office, 2004
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Fig.8 - The co-enterpise and the production of pult value
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Considering that the co-enterprise canabsumed as the relational form with more co-

governance and co-production contents, it mighsegoently be the managerial estate that, better

than others, could improve the production of pubditue.
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4. The economic advantages of the co-enterprise ine production of public services.

It has been already said that the co-enterprisédcallow improving the functionality of
service delivery. In general terms, that means meihg public productivity, as well as the
functional relationship among concept like effiadgrand effectiveness.

In the copious literature on public performancdjcecy is generally associated with
outputs — the goods and the services produced -effectiveness with outcomes — the impacts of
government programmes on society.

“Efficiency has both quantitative and qualitativeazacteristics that include the volume and
the cost of services, response times and errorsydtee accessibility of services and the courtesy
with which they are provided, and citizen/custosatisfaction with services. Effectiveness means
that programmes are in accord with the priority aobjectives of government, and produce the
expected or desired impacté”

Assuming the abovementioned ones as general pexfmenindicators, it can be now better
analyzed how the co-enterprise may improve pubsticpctivity.

The reason why this performance improvement mightkwin the co-enterprise better than
in other public-non profit relational forms, laysthe greater involvement this model is able teoff
to the non profit actor, both in terms of co-goaeroe and co-production.

Actually, it is widely recognized the capability @ion profit organizations to produce
services more efficiently than Government or PBvatmpanies are able to do althe

If declining the concept of efficiency as ratioween input and output, it is possible to state
that the presence of volunteering work could deseproduction costs, if compared with the
exclusively public or private alternatie

To add there is the lower cost of capital, deteediby the different sources of funding of
non profit organizations, which includes subsidéasgl non commercial resources of public and
private derivation.

Regarding output levels, than, it is well known Ni#eOs capability to fill the gap caused by
the standardization of services (as reply to tlilarss of Market and State), being they able teoff
more differentiated and customized servites

28 Schick A.,“The Performing State” OECD, March 2006

29 Hansmann H“Economic theories of non profit organizationgh Powell WW. (ed.)‘The Non Profit Sector: a
Research Handbook“ale University Press, 1987

30 Kramer R.“Non profit social services and the Welfare Stateme research considerationsh Anheier H., Seibel
W. (eds), “The Third sector: comparative studies of non profiganizations’; de Gruyter, 1990

31 Weisbrod B.A.The future of the non profit sector: its entwinimgth private enterprise and Governmengburnal
of Policy Analysis and Management, vol. 16, n. 997
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This leads to higher quality of the services offerdue to the aptitude of the Third sector to
attract qualified human resources, like voluntesrd professionals focused on community needs,
able to establish close relationships with userd #m identify their needs better as Public
Administration does alone.

In terms of trust building and response rate, @dee of Third sector in the production of
services is further valued by theories that recogiti as more reliable than both Government and
for-profit enterprises. This is due to its capapito overcome those problems linked to the fagure
of contract between customer and supplier, detathibby the existence of information
asymmetrie¥.

As a consequence, non profit organinativould allow customers to better control the
qguality of the product, making easier the transactwith supplier, and granting high quality
standards, not being pressed by the pursuing @t praximization.

Besides the possibility of Public Administration eéxploit the distinctive characters and
comparative advantages of non profit organizatipastnership leads to further advantages for both
the actors.

These are the so-callédollaborative advantages’so defined as “the creation of synergy
between collaborating organizations (...) achievedemwheach organization, through the
collaboration, is able to achieve its own objectetter than aloné®.

J.M. Brinkerhoff and D.W. Brinkerhoft also list a series of ranges for improvement: &igh
effectiveness and overall efficiency in delivergttier quality and responsiveness of public policies
broader manifestation of public values.

Moreover, effective building of social capital, digh the renewed interaction between
citizens and the State, driven by the proactive pthyed by the non profit actor.

Linder®® enumerates further positive effects of public -p muofit collaboration, such as
cost sparing; the possibility to face the complexit new users needs with more effectiveness; a
more adequate way to satisfy consumers, which aralisposed to accept and pay poor quality

performances anymore. Furthermore, the opportaaitgarn from each other.

%2 Hansmann H“The role of non profit enterprise"The Yale Law Journal, vol. 89, n. 5, 1980

Lipsky M., Smith SR.;Non profit organizations, Government and the Wedf&tate”, Political Science Quarterly,
vol. 104, n. 3, 1989-1990
% Huxam C.“Collaborative capability: an intra-organizationgberspective on collaborative advantag&ublic
Money and Management, Jul-Sept, 1993
34 Brinkerhoff JM., Brinkerhoff DW.“Government — Non profit relations in comparativerppective: evolution,
themes and new directionsPublic Administration and development, n. 22,200
% Linden R.M.,“Working across boundaries: making collaborationnkén Government and non profit
organizations’, Jossey — Bass, 2002.
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The involvement of Third sector would actually alldo improve the processes of public
policies designing, adopting decisional processhghware “informed” by market-based logics,
rather than based on political - bureaucratic modébervices deliver.

The literature on this issue is copious and exiaisvaluing the involvement of the non
profit sector in the production of services.

Actually, the increase of the awareness about thesantages has led through different
stages of public-non profit collaboration, whichvbabeen associated to the different level of
involvement of the non profit actor.

Here the focus is on the concrete capability oflipyfrivate co-enterprise to produce, better
than other relational forms, the economic advargagedescribed before, overcoming at the same
time the historical problem of the instrumental oséhe third sector.

Therefore, ifthe legitimacy of public services derives from ttapacity to respond to the
needs of citizens in an economically efficient Waythe recognition of this capacity of the co-

enterprise proves the legitimating of its publiadtion.

% Longoria T., The distribution of public-private partnershipsrggting of voluntary efforts to improve urban
educatiori, Non profit and voluntary sector quarterly, vaB, n. 3, 1999

37 Kalliola S., “Self-designed teams in improving public sectorqrereince and quality of working lifePublic
Performance Management Review, vol. 27, n. 2, 2003
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5. A model of co-enterprise: the case of Parmainfaim S.p.a.

5.1 The evolutional development of Pro.Ges and theonstitution of the co-enterprise

“Parmainfanzia”

Pro.Ges is a social cooperative with its headquartBarma, operating in the field of public
personal services, and born more than ten yeardikgmther cooperatives in the Emilia Romagna
area, in order to provide “personnel’s substitutiithin educational services.

Over the time, the imposition of a réofthe expenses of local agencies, the ties impbged
the economic and financial parameters set by thed &faStability, together with the continuous
increase of the demand for services, made locaicige unable to guarantee the fulfilment of the
population’s needs.

The major concern within childcare services reldatedursery schools, where up to 60% of
applications remained unanswered.

It is in this context that, during the ninetiese thut-sourcing of services began.

Soon after it was created, Pro.Ges began to teflodehe services contracted out by the
Municipality of Parma.

Concurrently, during this phase Pro.Ges improvesd gloduction and management of its
own services, investing more in the property’s esaad broadening the scope of its activities from
a geographical point of view.

In this way, Pro.Ges progressivelyid@ished itself as a “social enterprise”.

The portfolio of services was enriched, as new lygies were added to the services
traditionally delivered.

It is clear that in this phase Pro.Ges went thrailngh“collaborative strategy” stages, during
which the cooperative reaches a higher awareneiss ofvn work; different stakeholders agree on
common goals and visions; and new connectionsrastax.

Even if the relationship was then much more forpealithan before, it remained however
precarious, particularly from Pro.Ges’ point ofwie

Being determineda priori, the relationship did not allow the non profit pam make
investments supported by a strategic and operationg-term perspective.

The basis for negotiation with the Municipality wasedominately related to the price;
hence Pro.Ges’ experience and innovative abilityeweot valued by parameters of evaluation of

tenders that were exclusively defined on cost basis
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Evidently, a fast developing reality such as Pre.@euld not be satisfied with such a
situation.

By being constantly measured and controlled onlierms of cost, the cooperative’s work
was demeaned.

On the contrary, the cooperative was putting Idteffort into the reorganization of its
internal processes, which would have allowed aebethonitoring of clients’ requests, both
internally and externally, in favour of a constaatlefinition of the service supplied and a better
understanding of the needs of all potential consame

Furthermore, there were problems with the publiwvises that the Municipality was no
longer able to solve by itself.

There were also other issues regarding the cosspées and structures.

In order to guarantee better safety within thedogs and to re-qualify the existing spaces,
from 2000 to 2003 the Municipality progressivelgreased its investments for Kindergarten and
Nursery Schools, planning other investments forpiagod from 2003 to 2005.

For this reason, the Municipality felt the needsé&arch for new managerial forms, capable
of overcoming these problems and the mixed ens®pseemed to be the most appropriate
managerial formula.

At that moment, Pro.Ges was already managing a auwmibKindergartens, some of which
were its own and managed under agreements, andsddtally contracted-out by the Municipality
of Parma.

Such managerial forms did not satisfy Pro.Ges, Wwhigth the formula of short-term
contracting-out (maximum 2-3 years), had no inc@stito invest.

It was felt that there was a need to initiate loeign projects that would permit the
engagement of funds in new structures and the dpwednt of human resources.

In reality, the selection of the partner for thenstitution of the company was not meant to
find just someone who could manage the structures.

Rather, what was hoped for was a partner who caiglal take the responsibilities related to
the design of services, the building of new strredland the organisation of new activities.

And this perspective seemed to suit Pro.Ges’s prneurial plan perfectly.

24



5.2 The impact of Parmainfanzia on the quality andesponsiveness of public policies

With the constitution of Parmainfanzia, the Munaity had the following strategic goals:
1. increase the places available (for both Kigdeens and nursery schools);
2. plan and realize formative activities;
3. create a study and research centre on infancy;
4. enhance the external visibility of the pedagalgeducational model of municipal
services;
5. construct and develop a “quality system” ofviersss based on the ISO model;

6. sell advisory services to other agencies.

It is clear that, in order to pursue the objectiveentioned above, it was necessary to
achieve an effective territorial integration of tpevate and public organizations dealing with
educational services.

Such integration was very well suited to the chimstics of Pro.Ges’s “entrepreneurial
formula”.

Indeed, Pro.Ges seemed to act as a local orgammizeltosely integrated within its territory
of action, trusted by the community, and able weroome those “psychological’” and cultural
barriers, on the basis of which it was common spaisite the public aspect of the service with the
juridical nature of the delivering organization.

As to the service itself, the search for a partngh qualified planning capabilities was
intended to lead to the offer of constant increrakeand radical innovations, in both the service and
its organization.

Additionally, from this perspective, over the yed?s0.Ges demonstrated its ability to
diversify, differentiate and propose innovative visgs that are actually being implemented in
Parmainfanzia.

Given such assumptions, in Parmainfanzia, for itts¢ ime in Italy in such circumstances,
the private partner was given the opportunity tlollzomajority stake in the Shareholders’ body.

The current legislation on joint-stock companiethwiublic minority stock provides for the
compliance with a series of conditions to preséineecommon good.

Nevertheless, those limitations related to thecttine of the stock capital should be not so
onerous for a partner such as Pro.Ges, whose m@h was to engage, in a reliable and

continuative way, in a long-term relation
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What is new, is that here Pro.Ges assumes a famdaliole into the body where the
strategies relating to the management of the serate decided. That is the Board of Directors,
where apposite mechanisms of balance are estathligh terms of the power for deciding on the
policies of the services.

With common consensus, “para-company pacts” wese stipulated, with the shared intent
to reduce as much as possible the potentialitypofiicts.

Notwithstanding the series of legal and discretiorestrictions that the Municipality
imposed in order to preserve the public good, tet that a voice was however given to the
prerogatives of the private part in such an impurtaody as the Board of Directors, is certainly
important, if we consider that this right is almabtays absent in other relational forms.

Now Pro.Ges has the opportunity to make its prdgosa the phase of planning, an
opportunity that was previously completely abssimice Pro.Ges used to proceed only in response
to the requests determinedpriori by the Municipality, with its call for tenders tmntract-out
services.

What in general seems to be clear in the instihatiorder defined in Parmainfanzia, is also
that a transparent definition of roles was chosahagreed upon, so that each partner was aware,
from the very beginning, of the extent of its poveard responsibilities, and of the limits of its
agency.

These roles, however, were defined on the basishefrespective functionalities and
competencies.

Furthermore, each partner exercises a certain aooir both strategic and operative
decisional processes; within each of these, thdmmewer holds compelling prerogatives in either
sphere is more influential.

Furthermore, in Parmainfanzia there is another bekgre the interests and the visions of
the two partners can be compared, so that the reanhgctivities can have a consistent “imprint”.

This is in reference to a body of coordination,imked in the contract as “Joint technical
committee”, whose task is to elaborate and defedagogical issues ensuring some homogeneity in
the management of the municipal educational ses\acéing as a tool of “policy coordination”.

The control is mainly exercised by the public ageor the work of Parmainfanzia, and in
the case of the mixed enterprise, the control te Bmrmal and substantial.

From a formal point of view, in fact, the typologief control are basically those provided
for by the law.

The place for substantial control, on the contr@ymnainly within the Board of Directors,

where the Municipality can supervise the effectieaduct of the service.
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Here “control” goes from the management of the eatin resources to the contents of the
various actions to be undertaken for the delivery.

An additional form of control, one that concerns ttharacteristics of the service delivered,
can take place inside the joint committee, whece@es holds wider discretional spaces.

Due to this, besides other reasons, the formutheto-enterprise differs from the forms of
contracting-out previously used by the Municipality

With the mixed enterprise one is accredited androtied on the basis of shared standards.

These are actually agreed on by the partner, batlante(with the underwriting of the
“Contract of Service”), andh itinere, during all the activities of the company.

Furthermore, in order to make the governance cbmtiare objective and effective, the
decision was made to resort to external advisomppamies that periodically write up reports
containing both economic and qualitative evaluajdhereby monitoring the state of achievement
of the goals settled as standards.

In addition to these reports, clearly there arenitienal financial reports provided for by law
for joint-stock companies.

According to the overview that has been performieds now possible to make some
considerations about the mechanisms of co-goveenanwork in Parmainfanzia.

As the company’s institutional order makes cleanpag the critical concerns, there is the
strong control exercised by the public partner.

The latter, while remaining the official holder tfie service, and also because of its
institutional competences, exercises a role of robrertainly stronger than that which a normal
minority shareholder would have.

This role is however balanced by the discretiomtgd to Pro.Ges within the operational
sphere, where it assumes greater responsibilities.

This, in its turn, determines Pro.Ges’s greatduarfce on the public policies related to the
service.

The operations that follow shape, whether direotlyindirectly, the direction assumed by
the policies related to the services.

In addition to such mechanisms of a “more indira@ture, however, the Municipality also
wanted to entrust the private partner with the maspbility of planning and building the necessary
structures to improve the service.

According to the partners, the level of involvemehPro.Ges in the governance has grown

over time, together with its ability to make inesiproposals, in terms of plans and projects.
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Moreover, the autonomy of the new company perrigs‘tie-bureauctratization” of certain
administrative procedures still pertaining to tharitipality, so that with Parmainfanzia the ability
of the authority responsible for the services teveer quickly to the changes of a fast developing
market is improved.

The fact that trough Parmainfanzia the Municipalgytaking part in calls for tenders and
other activities that it would have not been alldwe do alone (as these activities are not provided
for in its Statute), stands as an example.

This is also what is enhancing the visibility oéthmunicipal educational model outside the
city, one of the goals of the mixed enterprise.

The latter actually aimed at the creation of a ‘gugmbical brand” that could value the
experience of the Municipality, through the privagetner, also beyond the city boundaries.

In short, a sort of “co-branding” activity, whereet Municipality exploits the visibility, in
organizational and managerial terms, of a lead¢éme&ector such as Pro.Ges.

It can be concluded that, on the one hand, with finimula the Municipality achieved the
strategic goals before settled.

On the other hand, decision processes are now transgparent, democratically shared and
moreover informed by the market experience andhtat®n brought by Pro.Ges. That leads to a

general improvement of the policies’ responsivenesstizens needs.

5.3 The co-management system and its effects inrBeinfanzia

In the institutional order settled by in Parmairfian the discretional power of Pro.Ges is
absolutely fundamental in the operational sphereesit owns the right to nominate the General
Manager, whose role should bridge the gap betwkamed and implemented strategy.

Actually, it is in this sphere that Pro.Ges is abl&ring real added value to the partnership.

Its organizational and managerial distinctive cotapeies help to better handle the
operational part of the service, especially in carrgon to what the Municipality operating alone
could do.

Actually, on Pro.Ges’s part, there was a significendowment in the partnership of
intangible resources, in terms of technical knowthand trust on the local community’s side,
which seemed to be particularly useful to legitienétte ambitious initiative of the Municipality

towards citizens.
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Pro.Ges’s crucial contribution was rather relatetidman resources, as it introduced, in the
kindergartens and the nursery schools managed ftoyafteanzia, personnel who had been already
accredited and who already had experience in ttterse

Basically, core activities are mainly handled bg.Bes human resources.

Parmainfanzia, in fact, does not hire educators @eahgogues; it uses rather those of the
private partner.

Besides these activities directly related to edooat services, there are other
supplementary services that were still carried lputhe Municipality but which could instead be

handled directly from the mixed enterprise.

Particular reference is made to activities such as:

1. “Sector direction”, with functions of planninggordination and control for all the
educational services and the operating structurkmdergartens and nursery schools;

2. “Direction of the kindergartens and nursery stb®ervices”, that dealt with the
coordination and control of the specific activitesried out in the schools;

3. “Pedagogical Coordination”, with functions ofdagogical-educational planning,
survey of formative needs, arrangement of annwalglcoordination of structures, relation
with families;

4. “Administration office”, capable of handling #6s administrative activities,
collections, payments, relationships with suppliergernal control management;

5. “Consumers’ counter”, which should cover thedtion of reception of enrolment
requests, as well as acting as a source of infeomat relation to the accessibility to the

services.

Within Parmainfanzia, the directional activitiesl(n2) are instead managed respectively by
the Board of directors and the General Management.

The pedagogical coordination (n. 3) operates witii@ joint committee constituted by
Pro.Ges and the Municipality.

The administrative activities (n. 4) are perforntsdthe staff of Parmainfanzia, which, as
determined by the “Contract of Service”, deals with consumers, the relationships with suppliers,
the ordinary maintenance of structures and theriateontrol, etc.

The “Consumers’ counter” (and therefore, the enewita and relative lists) is the only

element that remains of municipal competence. Since the official responsible for the public
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service, the Municipality has in fact to controtBufunction in compliance with the principle offfai
accessibility.

The Municipality can therefore make remarkable rsgsion indirect costs, avoiding the
duplication of functions and activities.

All this is actually possible thanks to the adoptiof a flexible and straightforward
organizational structure.

In addition to the directors and the General Managther staff was hired for particular
projects, namely personnel that was employed isdfaztivities which did not directly concern the
operations, and which Pro.Ges could not have chaig.

Training activities, which usually do not requirermanent staff, are mainly performed by
external collaborators.

This way, the “techno-structure” becomes more drictind reactive to environmental
changes.

The rest of the management of the personnel (frelacgon to recruiting, training and
development), is also directly entrusted to Pro.Ges

Hence, it can be said that everything that releddsuman resources and the organizational
activity of the service, is managed through Pro,@sstructures and its offices.

This is defined through the stipulation of a coctrbetween Parmainfanzia and Pro.Ges,
according to which the latter is assigned a majart pn the operations, from personnel
management, to all the activities related to seppl{of didactic or consumption materials, sanitary
facilities...), or related to the commercial and final aspects.

The choice of such a straightforward organizatiatalcture, allowed keeping for extremely
bearable service costs since the beginning, ooribeside.

On the other side, other advantages have beeninmtwer time and followed the positive
outcomes of the common operation.

Concerning the impact that the constitution of Ranfanzia had within the respective
organizations of the partners, it has to be saidetiwvere of course initial resistances and inertias

Indeed, within the Municipality, the staff dedicatéo the educational services perceived
Parmainfanzia as a competitor.

The members of Pro.Ges, on the contrary, weredatf@y would lose autonomy in the
management of their services, with negative consecps for the work dynamics within the

cooperative.
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These concerns have been overcome thanks to thecioos adoption, within the new
enterprise, of a managerial and leadership styg th terms of communication and collaborative
attitude, might be considered to be as transpamhbpen as possible.

At the same time, inside the single organizatidhere was an effort to emphasise the
positive approach managers and directors had tewtdrel new project, in order to create and
increase trust amongst the staff.

The dialogue between managers and collaboratotisated to the implementation of plans
has been stimulated; the personnel have been rfatle consensus has been created.

As a consequence, spaces of uncertainty, whicldaodhct encourage conflicts, are almost
entirely absent, mainly thanks to the choice targethe respective functions precisely, without
leaving anything vague.

Thus, some duties have to be undertaken by theicpahl the private partner together,
others have to be managed separately.

This clearly reinforces the conviction that theseimutual need for each other.

Hence, even potential tensions or misunderstand{pfien of a political nature), are
overcome thanks to the fact that the parties agneleunderstand the each other’s goals; goals that
converge within the company and the choices takénimthe relevant bodies.

The constitution of Parmainfanzia brought also toagicular enhancement on the side of
the services offered, in terms of innovation managy&.

The typology of services suppliedimsprimisthe same that was traditionally supplied by the
Municipality.

Furthermore, other strategic services have beerloged, adding actual value to the
previous municipal management of the service, dmnsl has been possible thanks to the high
professional competencies (both specialist and gerad) of Pro.Ges.

These additional services recently created are ‘{izmy kindergartens”, “Domiciliary and
familiar educators” and “Advisory services”.

All of these are projects of common interest, whHith.Ges was already experimenting, and
that the Municipality would not have been ablettortsalone.

The Municipality has the possibility to involveetitompany interested in the service, in the
subvention and the management of the service, Eimeously creating further places for children
in its relative territory, at less cost.

Moreover, different forms of organizational inndeat® have been implemented:

%8 Osborne S.P., Flynn N.Managing the innovative capacity of Voluntary arshNProfit Organizations in the
provision of public servicesPublic Money & Management, Oct-Nov, 1997
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1. supply of existent services to new targets thacause of the restrictions
previously affecting the Municipality, were not abko have access to the service
(“expansionary organizational charige

2. qualitative improvement of existent servicesy &xample by extending the
opening time of the structuresdgvelopmental organizational charigge

3. new services to existent targets, as with tbmibiliary educators @volutionary
organizational chang®;

4. completely new services to new targets, as tidstry services offered to other
public and private operators of the sector, orrdeently founded Research Centréo(@l

organizational chang®.

Indeed, Pro.Ges allows a better and broader poovisf services, supporting initiatives of

different entities.

5.4 Cost-effectiveness in Parmainfanzia

Initially, Pro.Ges mainly contributed in terms afidncial, human and intangible resources.
Municipality brought instead the infrastructuresjthwthe relative pertinences, accessories,
equipment and pieces of furniture. While remairtimg property of the Municipality, Parmainfanzia
could use them in exchange of a rent, whose amoantbe considered quite favourable if
compared to current market prices.

Actually, it is quite interesting to analyse thé g cost of all the productive structure.

First, it is necessary to bear in mind that amohg Municipality’s priorities, when
Parmainfanzia was created, there was the intertbosupply services in compliance with the
gualitative standards of the municipal services, k@sser cost than the service directly produced.

Analyzing the organization structure in more ecomot@rms, it is evident the possibility to
save costs from different sides, comparing thescoEParmainfanzia with those of the contracted-
out services.

Firstly, the Municipality can make remarkable s@@ on the indirect costs of those
“supplementary” activities now in charge of Parnfanzia, that were not included in the costs of
contracted-out services .

Furthermore, the scale economies that originaten ftbe mixed enterprise allow all the
structures, which were previously managed indiyed¢t concentrate on a unique subject, thereby

creating critical mass and the dilution of struetucosts.
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Then, as far as it concerns the direct cost of dtwvice, this is mainly related to the
personnel, which for the nursery schools reachakgef 84%.

With Parmainfanzia, this cost is considerably reduthanks to the adoption of a lean and
straightforward organizational structure as desctilbbefore, which allows to engage Pro.Ges
professionals in a flexible way, according to trentimgency needs, without overweighting the
permanent personnel structure.

Pro.Ges has in charge also the handling of goodsearvices of an instrumental nature (e.qg.
cleaning facilities), that represent the secontbfaafluencing the direct cost of the service.

It is clear that the main determinants of the @ust contractually assigned to the private
partner that, being more market-oriented, is ablguarantee lower costs than the public ones.

Fixed costs for Parmainfanzia are, therefore, alimsggnificant.

Therefore, overall speaking, the choice of sucbrganizational structure enables extremely
bearable service costs to be kept.

This allows Parmainfanzia to practice tariffs theg lower (by 22% for nursery schools and

27% for kindergartens) than the full cost the Mipadity would have to sustain with the in-house

production.
FULL COST FOR In-house municipa Parmainfanzia
CHILD* production
Kindergartens € 801 € 622
Nursery schools € 548 € 402

* Costs calculated when Parmainfanzia was firsttdisthed

On the contrary, the tariffs applied to users ateuined by the Municipality, according to
the “Contract of Service”, in order to grant citigea fair access to the services.

This way, any risk of monopolization of the serviseavoided, as far as access, just like it
used to be, is actually regulated by the Munictpali

Parmainfanzia is just entitled to submit a modifma of the tariffs to the Municipal
Assembly, namely the competent body that can etathase proposals and decide consequently.

Overall speaking, what is important is that, diéfetty from the traditional contracting-out
models, cost sparing does not lead to any quadityehse nor loss in terms of allocative efficiency,

given the active presence and substantial conlagegd by the Municipality in Parmainfanzia.
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5.5 The impact on citizen - consumers: the perceidequality as a measure of services

effectiveness

The reaction of consumers to the creation of Parfaazia has been rather complex, since
the perplexities were numerous and of various eatur

Independently from reactions influenced by politiceeologies, the greater concern related
to the full privatisation of the service.

This, as pointed out above, derived from the amrear of a “cultural barrier” on the basis
of which the public nature of the service was aisded to the legal nature of the delivering agency,
and was there despite the fact that consumersfaetiion (for those structures already managed by
the private partner) was remarkably high.

Such resistance, however, has been easily overdpmdemonstrating, from the very
beginning, that with Parmainfanzia the accessybiitt the service would not be limited, or its
fairness reduced, precisely thanks to the setttatlibons and the clear division of functions
discussed before.

A further “psychological guarantee” was provided twe choice of a public figure for
President.

The latter could then be replaced with some pevslom had more technical competences,
and who belonged to the private sector or to ikid of activity.

Other resistances came from consumers who weradgingsing the services contracted-out
by the Municipality, and whose satisfaction wasiesntioned above, quite high.

These were afraid of a “devaluation” or a bureatigation of the service, especially in
organizational terms.

Facts have on the contrary proved such worriegtavitong, so that now in Parma, from the
families’ point of view, there seems to be no diffece between using a service managed by
Parmainfanzia or by the Municipality.

The joint attention to the issue of quality ceetifiby ISO 9001:2000, leads to a constant
improvement of all the underlying processes: sigrtirom the analysis of the needs and
expectations of internal and external customenstimoing with the appropriate actions to be taken
and the involvement of the organization at all teeels, to the measurement of the perceived
quality and the results achieved.

All this in the attempt to provide the offer with the necessary improvements.

Everything is thus achieved by delineating and s88g the communicational channels with

consumers, which shows what the organization is sbfrant besides the actions undertaken.
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The outcome of all this is the improvement, rathiible, of the perceived quality of
municipal services, an improvement which every yearmeasured in relation to various
dimensions.

Both Parmainfanzia and the Municipality carried algurvey through questionnaires to the
families, where these were asked to evaluate ffereint components of the service.

The evaluation the survey requires is twofold, hie sense that it tries to record both the
relative importance of each component and its &essessment.

As a result, a higher awareness of those aspedtseo$ervice to which consumers give
priority is developed, and the strengths and wesde of the service identified.

As the data provided by the Municipality suggdsbse attributes that consumers considered
more relevant, have undergone an increase in tesMmsatisfaction, from the moment of

Parmainfanzia constitution until now.

Fig.6- Results of a survey on perceived quality dflunicipality educational services
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And such a growth is even more meaningful in refatio those factors considered most
problematic, when Parmainfanzia was constituted.
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Time individuals have to wait to obtain the reswfsnrolment requests; congruity of fees;
and evaluation of enrolment procedures, are intleegrincipal determinants of the accessibility of
the service, principally managed by the Municipalitvhich are improving but still represent
important concerns to be carefully considered.

The strengths related to the human resources aneffictiveness of the educational project
jointly defined, are undoubtedly evident.

As a result, we can observe an increase of thergkee®aluation of the service that,
considering the peculiarity of the purposes pursbgdthe mixed enterprise, can undoubtedly
represent a significant indicator of the compamgsformance, that goes beyond the economic and

financial statements of a common joint-stock conypan

5.6 The financial and economic results as key inthtors of company productivity.

The most singular characteristic of a company sicRarmainfanzia lies in the fact to be a
joint-stock company, therefore profit-seeking byfinidon, whose owners pursue an institutional
non-lucrative goal on the other side.

The choice of such a juridical form derives frone thecessity to run an entrepreneurial
activity able to operate in accordance with theégple of economic efficiency, as intended as the
congruity between inputs and quantity/quality dieed needs.

For a company pursuing a public goal, this conégptot narrowed to a mere comparison
between positive and negative components of income.

This is because the social mission of such antinisth drives to an evaluation of efficacy
strictly related with that of effectiveness, sirhe priority is to produce social goods, which aasw
to community needs.

Regarding the concept of effectiveness, from thayais conducted and described as above,
it comes up as Parmainfanzia can actually prodeceices able to satisfy the demand of the
referring local community.

To judge its efficiency would be however harderanyway less transparent, if the juridical
form was not that of a joint-stock company.

Here in fact, the legal obligation to report inalkall business facts in the apposite financial
statements, makes the evaluation of the economiicrpgances of the company more linear.

Moreover, for Public Administration, the absencar@fasurement mechanisms of the utility
and value produced out of the inputs employednadiets as a “shield” against the assuming of the

adequate responsibility on results by people mauggiie organization of the service.
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This problem is not present in Parmainfanzia, stheeformula of the stock company has as
intrinsic purpose that of reaching an income amowhtich should at least cover and remunerate the
capital invested.

This makes easier to work efficiently, as necessamgdition for the durability of the
company.

This is why, in Parmainfanzia, the analysis of camyp performances should be based, in
primis, on the “real” results of the entrepreneuaietivity, such as quality and quantity of sergice
delivered.

Without keeping however from achieving positive momic results, that is an irreducible
condition for company survival.

Actually, Parmainfanzia seems to be in the case.

Analyzing last economic and financial results,anotf it is evident how the operative income
kept being positive and constantly growing overldst years.

Even not being huge amounts, the fact to produs#ipe net incomes has not to be taken
for granted.

Indeed, these incomes come out from a servicaghatrinsically not that much rewarding,
and moreover delivered in conditions of acces$ybid the highest possible number of citizens,
with a funding Municipality liable to strict finarad limits for expenditure.

Furthermore, it seems interesting to note how hetfenues and operating costs have
increased by 40% only in the last year.

Without doubt, this is index of a dynamic entregnemal activity, which is growing in both
guantitative and qualitative terms.

From the last balance sheet there comes out alsncaease of fixed assets, towards an
increase of partner liability accounts (+40%).

That is a sign of the fact that partners are tngsthis activity and continuing to invest their

own resources.
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