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Abstract

The past decades have seen the OECD countries mttarmumber of sourcing
practices in local governments, including corpozation, collaborative arrangements
and partnerships. One such option is to share sepjian emerging strategy that casts
a new actor in a leading role, i.e., the sharedvgar organization or ‘SSQO’. In the
field of Information and Communication TechnolodZT) these special-purpose
vehicles deliver services to the sharing councasda on models other than publicly
funded collaboration arrangements and the usual I@&isourcing practices. The
paper uses an explorative case study to analyseS®® route taken by an Italian
enterprise, wholly owned by a public utility, in ialn it steers and guides its client
councils on their ICT strategies. The article offex general reflection on the new
SSO'’s operating model, discussing its hybrid naf{pest-private and part-public), the
system of multiple local relations and the indirgdtuence the SSO has over the ICT
decisions of the client councils.

Keywords: Shared service, Sourcing arrangements, ICT, Publnterprises,
Organization studies.
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Introduction

The ICT (Information and Communication Technologglircing strategies of
local governments are going to change dramatiaallige months ahead.

In 2010, Italy enacted new financial stability me®s that oblige small
councils (defined as those with up to 5,000 res&)eto form aggregations to
produce and deliver all their main functions andrises. Further, the councils
will have to reshape their organizational processhsn Italy’s new Digital
Administration Law Codice dell Amministrazione Digitaler ‘CAD’), aimed at
accelerating the migration from paper-based totaligiractices, comes into
effect.

The Italian government’s earlier moves to get theal councils to maximize
effectiveness and efficiency through stable ICTlatmrative initiatives have
produced a record of hits and misses (Ancitel, 2680ro & Sorrentino, 2010).
The current scenario highlights the structural ifitygof the inter-municipal
collaborations implemented in the mid-2000s, vewy Df which have survived
despite the funding received from both the ceranal the regional governments.
In fact, most ICT collaborative ventures have haddly on external funding
sources to meet both investment and ordinary apgrabosts, while others have
failed to generate the tangible benefits that wanlprove both the delivery and
the cost-effectiveness of citizen services. Moreovet even the captive
companies (i.e., public-private partnerships) hdaeed any better in the
dynamic and fiercely competitive market of softwargplications (Assinform,
2012).

Meantime, the councils are spurred by the globahemic downturn and
public spending cutbacks to implement internal maf and improvements
(Accenture, 2006, p. 505; Warner & Hebdon, 20018véitheless, unlike the
past, the decision of the individual councils (ndwat inter-municipal
collaboration is imposed by Italian law) to worlgéther is no longer left solely
to their discretion and neither can they count awnmoney from the
government.

These factors underscore the huge challenges fathieg central, and
especially local governments, even though thisoimesvhat mitigated by the
broader range of tools and more creative optioagtiblic managers can deploy
(IRPA, 2012; Warner & Hebdon, 2001). One such optis an emerging
strategy originally developed in the corporate @eat the late 1980s (Walsh,
McGregor-Lowndes, & Newton, 2008) called sharediser

But what does the term “shared services” mean Babt fact, it can mean
many things (Local Government Association, 2013,294). “Shared
Services” (SS), “Shared Service Organizations” (p®0d Shared Service
Centres (SSC) are all umbrella terms for a cona&atr of one or more
processes spread across one or more organizaticaass more divisions of
the same organization. An SSO can aggregate assivinctions, systems and



personnel in one single hub of competences fronchvitihey manage these
activities as core business processes. In largpocaions, the SS option is
chiefly a means of unbundling the former in-housactions of departments
such as Finance and Accounting, Human Resource d¢é¢amant, Procurement,
and Information Systems Management to achieveiefity gains by focusing
on the ongoing improvement of processes (Walsh,&2@08, p. 200).

In the public sector, the progressive adoption 8fd@rangements is taking
place both as an independent choice of the indalidadministrations
(Accenture, 2005; Dollery & Akimov, 2008; Joha &n3sen, 2011) and as a
response to precise mandates, like in the cadeedd§, where the government
has ordained the closure of 800 of its 2,000-plata c¢entres by 2015 (Ghia,
2011, p.18). Australia also sees SS as a validrrative to the forced
amalgamation of councils (Borman, 2010; Walsh gt28l08).

Research conducted in 13 different countries (Atoen2005; Oftelie, 2010)
shows that most public organizations are full at pavners of their SSC. When
Ohio Shared Services was established in 2008,aibled the state government
to consolidate the administrative back-office fumas of 103 departments and
agencies that employ a total of 65,000 people.imtaRd, a similar choice was
effected by the Ministry of Justice in 2004 andalwed around 300 offices and
more than 10,000 employees. Among the supranatioodies, the Food and
Agriculture Organisation (FAO), the United Natiof®dy responsible for
developing the agricultural programmes of the emgrgcountries, has
concentrated into solely three hubs its adminisgaservices and first-level
help-desk service, involving about 100 offices (®Gmployees) in as many
countries. A further consolidation project underywall eventually enable FAO
to channel all its worldwide back-office activitiggo solely one dedicated SSC.

From the information systems (IS) perspective, esth@ervices are of specific
interest for two main reasons. First, because imébion technology service
sourcing has become the most common type of techpokervice that
organizations seek from inter-organizational relahips (Hui, Fonstad, &
Beath, 2008, p. 261) and, second, because manygt(dll) other public services
are dependent upon IS for their delivery (Bormadafssen, 2012, p. 2511).

The qualitative research presented here aims toessidhe SS option in the
ICT domain on an empirical basis and thus provedsdns for decision-makers
considering such arrangements. Specifically, theepeaeports the experience of
“Consorzio.IT” (Consorzio Informatica e TerritoridsSrl), an Italian public-
owned enterprise that delivers ICT services to 46tim small councils in the
south of Lombardy. The company was founded as &alygPublic-Private
Partnership (PPP) with two private ICT vendors asomity shareholders in
2004 to provide the local councils with ICT outsoog and routine facility
management services. Three years later, Consdrziadopted an ‘SSO’
approach to manage a number of ICT-related funstionthose councils.



Drawing on organization studies and some stilldargxplorative empirical
observations, the paper argues that the strongorethips that bind the small
councils to the vendors of standard applicationtvsae solutions render
impracticable the public enterprise model that rsffeouncil clients a full range
of standardized ICT services from under one roaf.tke other hand, the field
data collected show very clearly that a public S&»h be economically
sustainable if it adapts to the “multi-sourcingfaségies of the client councils,
I.e., the selection and combination of ICT and bess services from multiple
providers (Levina & Su, 2008).

The study contributes to the research on publierpnses in three ways.
First, it reconstructs the experience of a pub&OSwith a different business
model to those commonly adopted by the sector’srgiiblic actors. Second, it
helps to deepen our understanding of the hybridraadf this enterprise, which
is both a tool to rationalize production and theeptre of the multiple relations
between local players. Third, the article propoaegeneral reflection on the
changes induced by the SSO in the local area andrterlying organizational
logics that inform actual practices.

The paper next discusses the literature that cad kfht on the SS option in
the public sector and then provides a contextuanogw of the Italian ICT
market before turning to the case study. The ecnglievidences gathered are
grouped under three key headings: nature of thgaam evolutionary path and
organization issues, which are then commented imall¥ the paper highlights
some lines of intervention of use to the senior aga@ment of local governments
and their implications.

1. Theoretical underpinnings

Externalization practices at the level of interamgational relations are
typically justified using the transaction costsahe(Williamson, 1985), which
formulates explanations to the various sourcingtgmis in terms of efficiency
through the comparative analysis of the produatiosts and transaction costs of
the diverse configurations. According to the baskcsion of this theory, the
general assumption to define and project the apjatepcorporate boundaries is
that the internal organization is more efficientcmordinating the transactions
between the different activities in conditions ohfcartainty, contractual
incompleteness and the presence of conflicts adréists (Grandori, 1999).
Transactions costs analysis also figures impostantlanalyses of the public
sector (Hefetz & Warner, 2012, p. 290).

Then the managerial literature adds the laboursiimi principle to the mix
according to the so-called “distinctive competehdgznrose, 1959) of the
different industrial partners. The specific advget of internal governance to
the organization in terms of distinctive competeneee first the potential to
generate new value; second, the ability to do egpgansively through the better
use of resources and available knowledge; andd,thine ability to use
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communication channels that are direct, informdfused and already in use in
an innovation-driven organizational structure. Hendhe advice to not
externalize activities or resources in which ddive competences are
embedded and which generate enduring competitivarddges (Grandori,
1999, p. 497).

Unlike a business organization, it is hard to d&hbwhat constitutes ‘core
competence’ in the public sector (Alford & O'Flyn2Q12, p. 45), while the
existence of potential strategic costs make exlieaten inappropriate. The
risk of losing public trust or stakeholder suppibrthe external provider has a
poor reputation is one exampl@&ifem p.48). This means that in some
circumstances the externalization choices may lghhhi problematic and
complex. In other words, charting boundaries oficefhcy for a public
organization can affect its strategic positionpigoing capability to perform its
mission and its political standing (Alford & O'Fign2012, p. 55).

The widespread adoption of non-hierarchical orgaional solutions is
related to a process of cultural transformatiort tleveloped in the late 1980s.
The transposition to the public sector of businesscepts, techniques and
values in line with the approach commonly labellddew Public
Management (NPM) (Pollitt & Bouckaert, 2011, p. 1§s acquired diverse
nuances and implementation patterns. NPM is ‘a leuoidspecific concepts and
practices’ (bidem), including: greater emphasis on performance, @aje
through the measurement of outputs; a preferenceldan, flat, small,
specialized (disaggregated) organizational fornmg] a wider substitution of
contracts for hierarchical relations (or contratitia). The assumption of
contract logic in hierarchical situations is apg@li®o the intra-organizational
relations (between the units or departments of ghme organization) but
explicates mainly at the inter-organizational lsyele., between public bodies
that outsource the management or the productiaefices based on different
legal forms: agreement, collaboration arrangemerndsntracts, tenders,
partnerships, and so forth.

Academic research (Citroni, Lippi, & Profeti, 20)2kighlights how
outsourcing and partnering have helped to profoumeshape the conceptual
identity of public and its forms of action in arrayr of intervention areas. This
‘remapping’ process, which has pervaded the irigiital setting of all OECD
country governmentsiidem), has spawned many different forms of inter-
municipal cooperation (Hulst & van Montfort, 2012)ae growing number of
public-owned or mixed-ownership companies is yebtlaer milestone in the
transition to new forms of public action (Warnerbdon, 2001). In Italy, this
trend has developed rapidly and the country now3&S2 council-owned or
part-council-owned companies (Unioncamere, 2009)chvequates to almost
two-thirds of Italy’s councils. That figure becomegen more impressive when
we look at the data for 1973, when such companigsbered a mere eight
(Citroni, Lippi, & Profeti, 2012a, p. 77).



Public shared services have not yet attractedaime devel of media attention
as public utilities and, moreover, are a terrainMmch many aspects remain
unexplored. While SS are often considered a fornowkourcing even this
aspect has failed to garner overall consensusdbi@roponents agree on which
Is better (Sako, 2010). The practitioner and cdastilliterature see shared
services arrangements as highly promising solutihen it comes to the
operational efficiency of the local governmentdetastingly, the current debate
(e.g., see: Alford & O'Flynn, 2012; Sako, 2010; i8cdl & Bannister, 2012)
shows that — regardless of the stance of the obery the ‘cost-cutting
promise’ and the promise to access expertise nlat imehouse (Alford &
O'Flynn, 2012, p. 87) play a key role in the dewmisi to redesign internal
functions via newly emerging ‘market’ relationshifBovaird, 2006). Other
general advantages of the SS frequently cited éwttalysts include eliminating
the duplication of effort and the potential for ger organizational resilience
and capacity (Tomkinson, 2007, p. 33). Walsh ankeagues (2008, p. 202)
argue that SS arrangements ideally facilitate @g®® of continuous innovation
and improvement in the quality and cost-effectissnef services.

Depending on the backgrounds of the scholars, 8@ &an be approached
from many different angles. For example, the desige interpretive key is
especially helpful to spotlight the importance bistoption, the variety of the
services and functional areas involved, the drivefrsits development, the
different routes to sharing, the main implementafatterns (Herbert & Seal,
2012; Tomkinson, 2007) and the implications fortladl actors on the stage.

Research efforts that adopt a more conceptual apprf/Nalsh et al., 2008)
have identified and codified the main SSO busimesdels. More recent studies
have started to focus on some of the typical eiwaaty paths trodden by
shared service organizations with the aim of ptojgc potential future
developments under certain conditions and idemigfycritical success factors
(Borman & Janssen, 2012). As Dollery and AkimovQ@Pobserve in a review
of the literature, most studies tend to adopt a-lpcal shared service
arrangements stance with no evidence to the cgntrar

Tomkinson (2007, pp. 34-37) is one of the few argho have analyzed both
in general and in particular (i.e., related to djpesituations) the disadvantages
of sharing arrangements in local government. Theege disadvantages, for
example, include the implied relinquishing of cohtover resources, policies
and practices between partner councils; the ndgwticcommitment of the
potential sharers in the phase that precedes thetigé delivery of the service,
and the complexity of managing potential staff ispments. Another recurrent
theme is the risks and obstacles related to theepses of organizational change
required of the user organizations (Huxham & Vandg&®04). On the other
hand, the huge variety of cases and contextualitonsl makes it hard to list
the potential disadvantages related to a particgkaring arrangement. For
example, the interested reader may refer to Seneand Simonetta (2012) for



an analysis of some critical issues inherent ierimtunicipal arrangements in
the Lombardy Region.

We could continue much in the same vein, givenahay of contributions
that address the new aspects of the SS approathyHa we really want to
know is what the true novelty of this option isncae say that we are looking at
a new species of public organization? Judging ftoenabove discussion, the
response to that question seems almost a givepriSiagly, the exploration of
such themes by organization studies has not yet bddressed systematically.
This paper is an attempt to take an initial stevéod in that direction.

But before we examine the case study and providengpirical basis to help
address our research question, we will first res@pe of the contextual data to
familiarize the reader with the topics referredntohis paper.

2. The Italian evidence: the local councils and thdemand and supply
of ICT services

Italy has 8,100 local councils, each with a simibaganizational structure,
services range, legal status and reporting regeinésn In the past three years,
the small municipalities (70.2% of the total) hadween subject to regulatory
reforms that aim to profoundly modify their opengticonditions and future
outlook. For example, the recent reforms that mequwiouncils with 5,000
residents or less (D.L. 31.5.2010 no. 78, modifigdD.L. 6.7.2012 no. 95) to
implement inter-municipal cooperation has a dirsgiact on the methods used
by the small councils to manage their ICT resoutmsause it obliges them to
manage all core functions and activities in assediéorm by 1 January 2014.

The present state-of-the-art shows that while talidn municipalities have
implemented basic computerization, there are censide differences in how
they choose to manage their information technoblogy information systems.

Recent data published by Italy’s national statsstimireau (ISTAT, 2013)
show that 21 out of 22 Regional governments and%9of Provincial
governments have dedicated one or more internateoffo autonomously
manage ICT resources, while the local councilslesse enabled, corresponding
to 16.1% of mainly medium and large-sized councils.

Compared with the total number of local governmamployees, the number
that work prevalently or exclusively on ICT-relatactivities slipped from 1.9%
in 2009 to 1.5% in 2012, although the drop wasatalgt sharper (from 2.8% to
1.3%) when we look at the data for those councith &,000 residents or less,
while the number of ICT and ICT-related workerscauncils with 10,000
inhabitants or less fell from 1.9% to 1.2%. Howe\ke percentages of the large
councils remain more or less unchanged.

Clearly, the fact that the smaller councils hawe fmancial and professional
resources to allocate to technological innovatieans that ICT is only a blip
on their organizational charts; each council bingsrtiICT products and services
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directly, spending an approximate combined totaEofo 100 million per year
(Ancitel, 2010).

Italy has seen the rise and fall of a variety of kbllaborative experiences in
the form of Unioni di comuniand theCentri servizi territoriali (CST) over
recent years (Assinform, 2013). Today, less th&b d0the former manage the
ICT function in-house; in fact most of the Unioely on an adjacent CST, while
a small number leave the individual member munitip&o directly manage
their ICT activities. An estimated 53 publicly fuedl CSTs operate in Italy, of
which more than half have a municipal or provineratrix. The regional CSTs
not only act as service providers, but also coatithe ICT resources of all the
local agencies in their particular region.

The main services provided by the CSTs to the mabuncils are usually
basic, such as connectivity, email, website manageéncertified email, digital
signatures and help desk. However, some CSTs atsodp more advanced
services, such as the ASP (Application Service iBrwvng) of the
municipality’s main application software (e.g.,iz#n personal records, taxes,
land registry, one-stop shop) or the managemethefocal area information
system.

The current scenario of public ICT suppliers alsoludes the companies
controlled by the Ministries and other central gowveent offices and the
companies controlled by the Regional and Proving@alernments (Assinter,
2013; ISTAT, 2013). As these companies mainly adoptin-house providing’
model, which is beyond the scope of our researe@nda the paper will not
consider them.

2.1. Roleof ICT providersin small municipalities

The intense and consistent action of penetratiothbylCT companies that
have specialized in this particular demand has eshdlpe current situation in
which the smaller councils now find themselvesplbserved by Italy’s Ancitel
(the national association responsible for coordngathe ICT policies of the
municipalities), among others. Having colonizeds tmarket, these companies
are now thele factoleaders and guiders of the innovation policieshef small
local governments and do their utmost to safegtlzed role and usefulness as
the more or less exclusive partner of each coiAaititel, 2010).

The suppliers possess digital administration know-land possess a great
deal more in-depth knowledge about the processes moducts of the
municipal administrative machinery than even thrgdasystem integrators that
participate in the realization of e-governmentha tentral administrations. This
prerogative enables them to exercise their infleeao the small councils in
terms of not only the exclusive contractual statfusy enjoy, but also the
hegemony of “those who know best” what is goodtf@ user (Ancitel, 2010,
p. 90).
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3. Research design, data collection, data analysis

The exploratory approach chosen by the authorstakeount of the fact that
the SSO literature is not yet fully consolidatedyertheless, “good descriptions
of what happens or what has happened on the gramediecessary to effective
theory-building and theory-testing (Pollitt & Bowdt, 2011). Therefore, a full
picture of the state-of-the-art and emerging treoidghe public SSO is a solid
foundation on which to chart a course of deepelogapon.

Research settingHigh fragmentation (1091 out of a total of 1,546
municipalities have less than 5,000 residents) approximately 500 inter-
municipal arrangements in the most disparate se¢i8eR, 2009; Sorrentino &
Simonetta, 2011) make Lombardy a primary sourcevafence for our analysis.
Lombardy has 340 companies in which the counciltigyeate as opposed to
the lead regions of Emilia Romagna and Toscanaclwhave 379 and 371,
respectively (Citroni et al., 2012a).

Specifically, the following pages report the casé “@onsorzio.IT”
(Consorzio Informatica e Territorio Srlthe public-owned SSO that provides
ICT services and support to 47 mostly small Lombewdncils in the Crema
area. After starting life as a typical PPP, ConsolE (‘CIT’) is now 100%
controlled bySocieta Cremasca Reti e Patrimonio SICRP’), a multi-utility
founded in 1963 by 47 municipalities (now 52) ahé Cremona provincial
government to initially manage waste disposal aratew treatment. Fig. 1,
below, shows the SCRP SpA group’s current configomaand, in particular,
highlights the diversified businesses in which SG&Rvolved. The right side
of the chart shows SCRP’s stake in the share ¢apitanea Group Holding, an
inter-provincial multi-utility that ranks second ilombardy and sixth in Italy by
size.

Figure 1 — SCRP Group
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The Consorzio.IT case was selected for two maisamest

a) it is possible to longitudinally trace the histoaynd evolutionary
pattern of this public enterprise that initiallyogpded a typical in-
house business model but significantly changenhission along the
way. Established in 2004 by SCRP to provide ICTvises and
facilities to partner councils through two privd€eT service firms
with minority stakes, the latter cashed in thearsis in 2007, leading
CIT to reposition the business with a range of vaiwve SSO-
inspired solutions;

b) good access to data. The fieldwork was facilitatgdhe fact that
both the public enterprise analyzed and its parentpany are based
in the same building, about 50 km outside Milanrtirer, the CIT
case is familiar to one of the paper’'s authorsstithe relations
established with management enabled us to expl@estrengths,
challenges and limitations of the SSO model from thanagerial
and accountability perspective;

The field research took place between June 2012alyc2013. Primary data
collection consisted of semi-structured interviewgh CIT staff to gather
information on four main areas: activity, organiaat environmental context
and operations. The interviews lasted from 40-60utes and were transcribed
by both researchers.

The interviews were held with two top managers, DEO and the
commercial director, and a line employee from theosd-level help desk. A
public meeting also gave us the opportunity torinésv six mayors of the user
councils. In July 2013, follow-up phone interviewgre conducted with CIT.
Other sources of primary data were email correspooel and archive data, such
as company documents and websites, which latterused to corroborate the
findings of the two researchers across the casly stnd as an internal control
for researcher bias.

4. The case study

Italy is famous for being a country of steeples halll towers. Approximately
70% of its 8,100 municipalities have less than 60,(hhabitants and most of
those have a mere 5,000 residents or less. Sohiardly surprising that any
action taken to support them sparks significaneredgt at several institutional
levels.

The founding of Consorzio.IT is strictly related ttus type of council. The
year was 2004, a time in which the central govemirhad implemented several
measures, one of which earmarked Euro 15 milliorife inclusion of the small
councils in the national e-government agenda. Bat &mount was far too low
to fund all of Italy’'s small local governments atitus sowed the seeds of
uncertainty on the effective use of the resourdlesated. This situation led the
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government to commission a study in collaboratiotin V\ANCI, Italy’s national
association of municipalities and official represgiwve of the funding
beneficiaries, which enabled it to identify theiaegs needed to reduce the
structural fragility of the small municipalities managing their e-government
services.

As a consequence, a new services provision velielkgned to handle
particularly the phase prior to public engagemeatled Centro servizi
territoriali (‘\CST’ or local area services centre) was intratlitor solely those
councils in adjacent areas. Some Regions, includoergbardy, opened special
funding lines for the development of ICT infrastiwe, the purchasing of
hardware and software, and ICT aggregation (IR€R9R

Although two private ICT firms with minority stakgsined the project, the
interest of these partners in growing their useseb@ade the goal unattainable.
Thanks to regional funding, a large quantity ofipment was purchased to set
up a data centre and build a wireless network @ gihe councils low-cost
connectivity (thanks to the collaboration with AEMpA, owned by the
Cremona Provincial Government), nevertheless, tveary later not one
municipality had the courage to abandon their mition system in favour of
Consorzio IT:Our proposal was not convincing enough, even thaougave the
councils highly advantageous financial ter(@0O, CIT).

CIT then decided to reposition its business whenGeneral Manager, who
came from a private TLC company, hired a new CorsrakeDirector. CIT'’s
new commercial director decided to go knocking lo@ doors of the adjacent
councils to meet their officers and councillorsperson:l wanted them to tell
me what their most pressing ICT issues were toaong. f\We started from the
bottom up, offering operational help-desk servitethe councils that used the
wireless network. This enabled us to understanst-fiand what their most
pressing problems we€ommercial Director, CIT).

But that was not allWe then started to document the interventionsiearr
out in detail and soon realized that 80% of theesawere requests for help with
operational difficulties that often had nothing do with connectivity or the
performance of the software applications instabédhe councilsBut above all:
Speaking with the respective mayors at a publiototen highlighted the need
to implement widespread training, an issue that hader come to the fore till
now. So we started to organize base courses focdbacil staff. The next step
was to convince them to outsource technical as#rito us that if kept in-house
offered no particular benefits. After that we begamffer brand new services to
complete and integrate the solutions already y§&mmercial Director, CIT).

The ICT suppliers chosen and used by the counaiéwa@other challenge.
Also in this case we had to work mainly on gairtimgr confidence. At first they
saw us as a threat to their business. We had teigoa them that our position
was objective and non-partisan. And we succeededmnip because we operate
in diverse market segments, but also becauseoiigolicy never to pressure
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customers into anythingoday, in a certain sense, the ICT suppliers seasus
allies: our presence helps them because we're thag spokesperson.... Some
of them have even noticed an increase in revenues $hey started to work
with us(Commercial Director, CIT).

5. The CIT business model

Based on Joha and Janssen’s work on SSCs in mddhmistrations (2011,
pp. 33-34), we can break down the CIT business minde four underlying
dimensions: (1) governance structure; (2) strategionale behind the SSC;
(3) nature of the services; and (4) customer caiént.

The SSC governance structure dimension addresseguttstion of how the
service delivery is organized; the strategic SSomale dimension addresses
why the SSC was set up in the first place; the reatf the SSC services
dimension provides answers to the type of servamdsally delivered; and the
SSC customer-orientation dimension refers to thé 8&rs/customers. All four
dimensions are mutually interrelated.

5.1. Governance structure

The legal form of CIT is a limited company basedGrema that is wholly
owned by SCRP SpA, a public utility group. CIT isetefore the indirect
expression of the multi-utility council partnerstbe Crema area (i.e., the local
area of the Province of Cremona, the main city dficlv is Crema). The
company has share capital of Euro 100,000.

Consorzio.IT and SCRP are helmed by the same CEO.

The offices and technological resources of Conediziare housed at the
parent company’s head office. The company has migl@/ees to manage the
following functions:

- Commercial (1)

- 1*'level help desk (2)
- 2%1evel help desk (2)
- Cartographic services (1).

The assistance activities are performed and godemiéh the help of a
Customer Relationship Management (CRM) system.altiqular, a first-level
Call Centre provides telephonic or online assisasaclutions. In 2012, CIT
received 2,400 requests and made 958 on-site.visitsmation on the callouts
and the different categories of services are auioally fed into a database that
keeps an audit trail of the operations and proddetailed information reports
for the different councils. The company keeps tabhghe perceived quality of
its services through a customer satisfaction qoieséire.

In 2012, CIT fuelled revenues of Euro 1.2 millidProfits generated in the
past five financial years were mode&iven the nature and characteristics of
the company, the goal of CIT is not to maximizeieas or to create significant
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self-financing cash flows but simply to achieveaa balance between two
needs: keeping a good managerial balance and namignithe costs for the
client councilg(CEO, CIT).

5.2. Strategicrationale

The driving force of the new company during itsgetphase was the chance
to tap deeply into the pockets of the central ahd Lombardy Region
governments. The idea to optimize the core ICT dsteth services to achieve
economies of scale and effectiveness were key agtsmn favour of data
centre consolidation according to the CST moW: decided to enter this, for
us, new territory with the objective of providingearvice of significant interest
that created problems for our [municipal] partneb®cause they lacked the
necessary competences and resour@@gO, CIT). On the other hand, the
strategic rationale of the private partners wagyitee preferred access to a
captive client base with which to do business.

5.3. Nature of the services

The range of services is standard in terms of tadent type but
differentiates in terms of variety and individuauscing choices. The mix of
services delivered by CIT includes:

a) Assistance

online assistance/help desk
systems assistance
legislative/regulatory assistance
software applications assistance
b) ICT Services
- centralization of software applications
- connectivity
- e-mail management
- website design, hosting and maintenance
- software application programmes development
- back-up and disaster recovery
- management of video-surveillance systems
- software asset management.

The current services portfolio has been furtherettgyed since 2007 to
include online operational help-desk services. Tlbame the training and
upskilling courses issued to the staff of the cdutients and various systems
assistance activities and website software devedopnThe supply relationship
has transformed progressively. The ICT demand efirtdividual councils has
become modular and articulated, creating a mankatwhich several distinct
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subjects (including CIT) supply the councils witbluigions and a range of
technological services.

Moreover, Consorzio.IT assists the partner counicilconfiguring software
programmes and in resolving any online connectioblpms they have with the
regional and ministerial offices. The cost of thelphdesk service comprises
hardware assistance at the councils’ offices.

54. Customer orientation

CIT clients include the 47 councils located in g@me local area that are
minority shareholders of parent company SCRP. Eadhncil has full autonomy
to evaluate and decide how and to what extent tiseythe company’s services.
The multi-sourcing logic is maintained, e.g., th@ Gervers run the information
systems of four different software developers.

CIT keeps the lines of communication with the colsnconstantly open,
taking a business-like approach to its operatioe tiptoed into the councils to
earn their trust day by day. Today, they alwayssaiinus before making
important decisions.(Commercial Director, CIT).Our colleagues at the
councils treat us as their equdGIT employee).

Figure 2 highlights the exemplary challenges asgaoases offered by CIT in
the diverse stages of the public service ICT vatbain, i.e., definition of
innovation policies, research and identificationtibé technological solution,
acquisition of the technological solution and irmpéntation of the solution and
service governance.

Figure 2 — Consorzio.IT Operating model (adapted fom: Accenture, 2011)

TASK OPPORTUNITIES & THREATS

Public Private

] Definition of = Definition of local = Use of advisors to define = Enhancement of the operational
X L policies far online citizen solutions that enhance efficiency of the ICT services
innovation services the operational efficiency e e L
policies e s of the [CT i nfrastructure isparate inter-territorial solutions
sourting strategies = Promotion betweenthe #leed o s.ta.r'tfro.m s.cratch itenz
municipalities new adrministrationis elected
Search:anid = Definition of the optimal = High level of adaptahility of the
id iicati fth technological solution to the needs of the PA
identification of the architecture tailored to )
technological salution the needs of each Pa = Less resistance to change
= Lower tendency to reuse
technological solutions

= ‘Expert” purchase of the optimal

= Selection of the required = Cormpetition among the 2
architectural components (CIT

Purchase of the
software and different outsourcers to

technological solution

Value Chain

infrastructural
components

= Search for potential

outsourcer

wih the contracts

enrgineers the demand of the
municipality)

= Reduced visibility of the other

options considered

Solution
implementation;
provision and
governance of the
service

= Solutionimplemented

directly by Consorzioit,
which integrates the
sofw and infrastructural
components

= Provision of a non-

standardized assistance
service

= Coordination with a

singe supplier

= Solution* implemented

under the coordination
of CIT

*solution provided 100% by
CAT or external provider; or
riixed solution

= Low risk of opportunism

= Simplification of the user PA's service

governance activiies

= Potential delay inreceiving the

assistance service from the external
providers [because they have to zo
through C.IT)
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It is important to note that CIT, at the requesadiusiness partner, performs
‘make-or-buy’ evaluations based on economic-orgaional considerations to
help them decide whether to “make it in-house” lmury it on the market’ just
like any PA, CST or private organization would (dast line of Fig. 1). For
example, in addition to its centrally hosted envim@nt, Consorzio.IT owns a
virtual infrastructure consisting of around 20 maels located at the data centre
of a Cremona public company that operates in tleEdenmunication services
market (AEMCOM SpA).

CIT is the epicentre of a system of relations, bmtternal i.e., from and to
the user councils, andternal, i.e., from and to sub-contractors. This ecosystem
is the habitat of both big players and small |daahs. CIT is a kind of hinge
that joins the councils’ demand for technologicainavation to the
potential/capacity of the market players. The usthiod parties enables CIT to
keep its organizational structure lean and, theeeto contain fixed costs.

0. Discussion

6.1.  Nature of the company

Consorzio.IT is a small-sized enterprise that c#nct all three of the
publicness criteria of ownership, funding, and coinhighlighted by Andrews,
Boyne, & Walker (2011). According to this concepizetion, organizations can
be more or less public on each of the three dimessilf, as the authors
suggest, we treat all three variables as continuatiser than categorical, the
primarily public dimension of CIT, especially itsvoership, is very clear.
Nevertheless, the picture of the other two aspectsazier. In fact, several
factors point to CIT’'s hybrid nature (part-privaad part-public). On the one
side, it is an established main player — on a p#r thie other providers — in a
highly competitive market, it self-finances its ogtgons (from services income)
and it pursues the path of ongoing innovation snatfer, thanks to its highly
tuned awareness of customer needs, features thasaally associated with the
private company logicilfidem p. i303). On the other, the top management of
CIT is the same as that that helms the group parempany. It is hard to
believe that this mix of roles, in addition to tphysical proximity of parent
company and subsidiary, does not influence thecelsoof Consorzio.IT and the
relations it has with the public and private aciarthe task environment.

6.2.  Evolutionary path

Consorzio.IT is an example stipra-corporate model.e., a special purpose
vehicle to deliver services on behalf of all itstpars, which was initially set up
as a PPP to provide the small councils with theirecinformation systems.
Nevertheless, the fact that the proposed solusgowerful does not imply that
it is easy to implement. Small councils are usuadiig-adverse and initiatives of
such large scope (i.e., full outsourcing) are loadéth unknown factors, not
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only technological but above all related to orgatianal and cultural change.
So it is highly probable that the initial proposalretire the existing information
system has been delegitimized, albeit in a creepiag, by the administrative
staff of the councils in question to defend theingprerogatives. But it is also
likely that the incumbent suppliers felt threatetgdthe newcomer and did not
just remain on the sidelines of these dynamicesitance.

The negative reaction of the councils shows that ¢hoice of corporate
boundaries has implications on both production @madsaction costs and other
consequences on the actors involved. For examples not infrequent to
discover that the internal actors have activelyose the externalization or
played a role in its definitive abandonment up teedain point (Grandori, 1999,
pp. 505-507). In other words, once establishedyrganizational structure fuels
the interest in keeping it alive. Such interests gaown by the CIT case) can
translate into reactions of inertia or of maintagthe status quo.

The brand new strategy devised to leap this huvdds based on the
conviction that the basic computerization of thareols was a problem that had
been surpassed also by the smallest. Moving battregam and downstream of
each municipality’s core information system, CITilba range of services
around the information systems already in place dldaresses concrete needs
never tackled before. In other words, by addingitexal and organizational
capabilities to the ICT resources offered to andduby the councils, CIT
identified a new market niche and became a poinéfafrence for the local ICT
offering.

This move and a nimble organizational structureusst the take-up of the
SS option. The mayors interviewed talked aboutréhaionship of trust forged
with CIT. The offering is flexible and, they unded, anyway takes account of
the fact that some local councils might already ehaassigned internal
competencies and resources to manage their ICTatipes. The effect of
continuous technological progress or new needsear opportunities may in
time lead to new and unanticipated uses of ICT,levbther practices may
become routine among the user councils. This meeighe logic of CIT is to
anticipate customer needs and to accompany theimein choices rather than
merely responding to mature needs.

The chosen business model is conceptually differeaom the usual
consolidation ventures like CSTs, which are drignthe needs of the service
providers that, in turn, are interested in givitiglzeir clients the same platform
and solutions (e.g., to supply the core informatsystem) or, at the most, a
catalogue of standard options. On the other hatid started by listening to the
needs of the users and ended by building a shargitss offering ‘customized
for individual customer sets’ (Scannell & Bannist2012, p. 116). In short, CIT
‘retains the individuality of councils’ (Tomkinsor2007, p. 33). This marks a
sharp break with the software provider’'s typicagbyoduct-oriented approach,
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which rarely envisages tailoring services to thedseof different segments or
seeks to grow the technological culture of itsrdlie

6.3.  Organizational issues

From the organizational perspective, CIT's in-dektiowledge of the client
is a crucial resource for at least two reasonsthf@rone side, it is important in
competitive terms to pursue growth: it can be usteategically to improve the
understanding of the technological demand of thallsoouncils and, therefore,
can reinforce CIT’s position in the ICT market. @ other, CIT can use its
know-how to enrich the service content offering lhiath existing and potential
clients.

Thanks to the general market recognition earne@liby it can play a key role
in a very important game, that is, in the impleraéioth of the inter-municipal
collaborations that the Italian government's recenéasures have made
obligatory. CIT actively supports the efforts oktleouncils by leveraging its
tertiary nature both with the ICT suppliers and thdividual technological
options offeredGetting both clients and suppliers around the séae means
we can analyze the pros and cons of the variougieak together and thus lay
the foundations for shared choic€Gommercial Director)

The second important aspect is that the knowledgpiged by CIT has
placed it in a position to create client dependesny, therefore, to acquire the
ability to ‘control’ them. From the time the SSOable to provide customized
services, or even to anticipate the needs of ikatdbased on its knowledge and
experience, the client will see the other optionailable in the market as less
attractive and less suitable for replacing ClThesrtsupplier.

Returning to the initial research questi@&ut what is the real novelty of the
SS option2Ve could respond by saying that the mainstreagnaliire tends to
highlight mainly the exterior aspects of the SS@mgements, such as range of
activity, the different production combinations styles of management.
Nevertheless, it is hard to consider these aspestanequivocal signals that
change has occurred on the front of organizatidogics. Not even the
empirical case has enabled us to gather clearatidis of change in the logic
that guides the design of the organizational farreant as the configuration of
right and obligations of action, decision, contmhd ownership, and the
mechanisms of coordination between the actors aedliverse rights holders
(Grandori, 1999, p. 294).

Using the conceptualization proposed by Masino $2@0204), the empirical
case seems to indicate a ‘subtle yet importantga®of incorporation of the
clients within the boundaries of the company’ notagal-formal terms but in
more meaningful terms, the management of qualif@legnents that connote the
client-supplier relationship. Thanks to this knodge, the SSO moves its
influence toward the outside and consolidates fitgel the technological

20



environment on which the council’s activities areolly dependent. Translated,
that means it seeks to augment its ‘exercisable@o(Masino, 2005).

7. Conclusions and implications

For obvious reasons, the findings of this studyrarieenough to demonstrate
the theory proposed. Nevertheless, we believe nt avide insights on the
factors that generated its proposal and the conakfaols that support it.

In its most general formulation, our theory is tttee SSO does not cross the
boundaries of the dominant organizational logid fla&ours design solutions
capable of augmenting the level of exercisablerobnt

We could label Consorzio.IT as pocket-sized SSQhe product of an
evolutionary trajectory where nothing can be takangranted, as attested by
the failures of numerous public-owned providers tleve ventured into the ICT
services market in the past. By measuring up witlerocompetitors and by not
forgetting the roots that anchor it to the Lombarelgion’s small municipalities,
this enterprise has succeeded in staking its piattee market and is an apparent
case ofvirtuous localism

However, the future of this public enterprise has tp be deciphered. The
winning business model adopted up to now cannoépkcated across the board
should CIT decide to pursue growth-by-expansioatsgies, such as extending
its market to non-SCRP member councils in the la@ek, which is strictly
prohibited by the public tender law currently irrde in Italy and the recent
measures launched in tandem with the governmeatsnt spending review.
Although a corporate restructuring project thatsleay, leverages SCRP SpA’s
holdings in other local utilities could open newtleumarkets to CIT, it is clear
that such a move would have repercussions on tagegic prerogatives of the
group parent company and, if implemented, wouldioonthe SSO’s role as a
‘tool of local governance’ (Citroni et al., 2012a,112).

In terms of theamplications for practicethe results of this study enable us to
define some of the lines of intervention of uséh® senior management of local
governments. In particular, the spin-off of pulditerprises that deliver services
to the especially small councils according to ti#Snodel can be efficacious
when these:

- create value from technological investments, mamage systems and
managerial resources already realized in the ggmanent company’s
other core business segments;

- seek to forge strategic collaborations with ottmmpanies and potential
competitors in the ICT sector with the aim of coetplg and integrating
the solutions offered by the market;

- give sufficient importance to the technological amdanagerial
innovation processes of the client councils in gidoof evolutionary
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awareness and support rather than simply respondmgcheap
commodity needs;

- structure a highly differentiated content appro&chpublic clients by
listening to their needs and tailoring the servioi#sred accordingly;

- define an affordable pricing policy that chimes lwithe services
effectively delivered and not the logic of a captmarket;

- consider client loyalty and trust as the overarghobjectives to achieve
through the quality of the offer.

The paper also hasplications for researcht extends the horizon of reasons
beyond economic self-interest to capture other mgéu aspects of the
sourcing options, such as the role of the releaaidrs, and their preferences.
Organization studies appear particularly usefdighlight first the nature of the
technology services and their role in the processfesegulation, i.e., the
coordination and control processes, and, secomdcrikical and active role of
the public SSO in the system of multiple local tielas.

While the case study focuses exclusively on the lamaly scenario, the
authors believe that certain aspects can applytalsther regions and, in some
cases, to broader contexts. It is hoped that fuesearch will be conducted in a
wider number of organizational settings, also inc@nparative key. For
example, other Italian public utilities, both naab and local, decided to enter
the business of ICT only to abandon them latemsaralysis of the criteria that
make such diversification strategies sustainablgdcproduce valuable insights.
Lastly, to enhance our understanding of public SSOwould be useful to
explore functional areas other than ICT.
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régulation) ; les services publics ; les entreprises
publiqgues et mixtes aux niveaux national, régional
et local; [I'économie sociale : coopératives,
mutuelles et associations sans but lucratif ; etc.

Le CIRIEC a pour but de mettre a la disposition des
praticiens et des scientifiques des informations
concernant ces différents domaines, de leur fournir
des occasions d‘enrichissement mutuel et de
promouvoir une action et une réflexion
internationales. Il développe des activités qui
intéressent tant les gestionnaires que les
chercheurs scientifiques.
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