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Abstract

This is a paper about ownership and governance joirgly owned local government
organization providing water services (Water anev&ge South). The paper discusses
the conditions for governance and ownership infagerin a jointly owned local
government organisation. Extra attention is direct® the issues concerned with
merging existing municipal organisations, previguakting solely within their own
geographical area (inhabitants), into one organisatwith a bigger geographical
scope.
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Introduction

Inter-organisational cooperation is growing in @xtand the research is
extensive. Contributions stem from many academiscipiines such as
economics, management and political science (Bymwed Dollery, 2002;
Huxham and Vangen 2005; and Smith, Carrol and Adhi®95). However,
cooperation in providing local government servigeo-owned organisations
has received limited attention (Mattisson, 2000sa86, 2003; and Warner,
2011).

Few studies have been concerned with the questisrihat happengx post,
I.e., in the process after the new organisationskeased its operations. How can
the established cooperation be managed once ungletwvaput expected
advantages into effect?

This paper focuses on the initiation and early yesra newly established
organisation that was created to institutionalizsoperation between local
governments. A new organisation was created to b#aresponsibility and
execution for water and sewage services withincth@peration municipalities.
The ambition is to extend previous research onllgoaernment cooperation
and decision making in a jointly owned public eptese. It is proposed that
complications of realizing economic potentials.(sgnergies) are not inherent
in the particular form of collaboration. Rathere tthfficulties seem derived from
the way participants view the collaboration and htwy choose to structure
operations. As local governments become part acdva structural form (a joint
organisation), it raises questions about the poigb for owners (politicians)
to fulfil political goals and professionals to raperations efficiently.

The empirical data steam from a three year projgitt some 30 interviews
per year (90 in total) about the integration prscasd the governance of the
joint organisation.

The rest of the paper is organised as followshértext section we describe
the Swedish local government context and then #s® of VA SYD and its
public mission is presented. Then the governandéfoBYD is presented and
discussed. Finally some conclusions and lessonsddare presented.

Local government cooperation in joint organisations

Cooperation between municipalities is currentlyeasively discussed at all
administrative levels of public sector, both in $&e and other countries (Anell
& Mattisson, 2009; Dollery & Johnsson, 2005; Warn&011). When
governments join forces there are high hopes fayelscale advantages and
possibilities to share critical resources and cdempzes.

Swedish municipalities have a long tradition of ge@tion and sharing
resources and studies show that most municipaltresinvolved in networks
and exchanges with other municipalities (Mattiss2®00). Similar tendencies
can be seen in other countries (Jones and LuUdé&3)2@ large part of the



municipalities claim that it is more and more diffit to manage their missions.
Too many different tasks require too many differeompetences which make
the small municipal organisation fragmented ands lesst efficient. Some
municipalities even question if they are able toyc#éhe resources necessary to
manage all their assignments (Knutsson et al. 20@8prder to improve the
scale of municipal activities the actors put tHaith in cooperative initiatives.
The rhetoric claims that there is no need for a m&wcture (merging
municipalities) but by a higher degree of cooperatwill give scale-effects.
Inter-municipal cooperation is seen as a centratesjy to prepare the municipal
sector for the challenges necessary to deal wiibtoHcally, a majority of
cooperative efforts have taken place in more os tesnporary exchanges of
resources (Anell & Mattisson, 2009). Normally itasmatter of networks for
exchanging information or expertise of differennds. However, as local
governments are put under stronger pressure mahealaapproaches are
considered (Lapsley & Skaerbaek, 2012; MattissOa32. It is getting more and
more difficult to make both ends meet. To gain ewveore of large-scale
advantages local governments need more secure tabte gnstitutions to
cooperate within. Therefore a dramatic increasaumber of joint municipal
organisations is seen.

Development of local government cooperation is wared to be a crucial
strategy for the future of the municipal sectortHa infrastructure and technical
sector co-operations exist. Common to them alh& they got initiated when
several municipalities were experiencing that exgsfor non-existent) technical
facilities no longer met the formal (legal) requments in areas such as water,
sewage or waste. These organisations were formedke a capital investment
in a joint facility with enough capacity for all micipalities. The joint facility is
a run as a separate unit providing the owning nipaiities with treatment
services for waste, water and sewage. Still, eveuyicipality runs the local
distribution etc. within its own geographical aréarge scale advantages have
been realized within the plants and works but nahaintenance and operations
of the networks. This is a fact that has been quesd in general but it has
shown difficult to merge several local organisasion

An increased horizontal cooperation between localeghments is expected
to be a crucial strategy for municipalities to depein the future (Lapsley &
Skaerbaek, 2012; Mattisson, 2013). To realize |lagme advantages a higher
degree of mutual adaption and integration is needadé cannot be done in
terms of loose networks, but requires a mergeesburces and formation of a
joint organisation to take responsibility for thenigs previously organised by
the sole municipality.



The case study — Water and Sewage South (VA SYD)

In the above context VA SYD (Water and Sewage Soistlan interesting
case. It was formed in 2008 by the municipalitietund (100 000 inhabitants)
and Malmo (250 000 inhabitants). The legal fornaistatutory joint authority
that was the result of a complete merge of two wipalities’ capacities to
provide water and sewage supply. The short distdne®veen the two
(approximately 20 km) and a fairly large populatwere regarded as favourable
for joint efforts. All activities are completely fided by user fees and each
municipality set their own user fee and decidesnufieir investment levels
within its own geographical area.

In each of the municipalities, the conditions awtual operations had been
considered to work well before the merger. Buttpméins in both municipalities
were aware that the water and sewage sector hatlajlya become more
complex and regulated, making it difficult to méature standards. The process
started around the year 2000. Something new wasedeand after almost six
years of discussions, investigations and two génatg council elections,
VA SYD went into operation. Subsequently two moranmipalities, Burlov
(2011) and Eslov (2012), decided to join. In 20¥2 SYD is running all
facilities in the whole geographical area, servit 000 inhabitants. In 2012
the turnover was 465 MSEK (51 M euro) and the ogdion had some
300 employees. Despite the high ambitions, somacsesrand supplies (such as
some of the fresh water) are still bought from maésuppliers.

Public mission

The establishment of VA SYD was preceded by seyangkects and at least
four reports analysing conditions and prerequisidisin all this was a process
of some seven years of investigations and, comenitteetings. Gradually a
consensus evolved about the basic reasons for @mpe and establishing
VA SYD. Before the decision there was a clear malt majority in both
municipalities for considering this as the mainltoo a strategy to secure a
competent and skilled public responsible authdatywater and sewage supply.
From interviews and documents it is possible tamtifi five main arguments, or
driving forces, behind the decision create VA SYD.

» A foreseen problem with futurgupply of skillsis the most frequent
argument. In general municipalities have low ativ@ness as an
employer. A large organisation is considered to vig® better
opportunities to create interesting work conditiamgerms of scope and
specialization.

* Another argument isncreased demands on the environment protection
and quality The requirements for sewage treatment works are
continuously increasing, which requires new compass, skills and
development activities.



* Increases in costdt is considered important to be efficient and ayda
scale gives opportunities to make structural chsandgée individual
municipality risks to no longer being capable ofineg all fixed and
capacity costs necessary.

» Customers' view on the water and sewage suigpin area that requires
more attention. A large organisation has betterodppities to organise
devoted capacity for external communication andarusr support

» Changed responsibilities in sociepartly through changes in the Swedish
Water act and the Water Framework Directive are alglriving force for
change. Both forces require organising the supptii@water and sewage
service over a wider geographical area.

All these five arguments are related to scale.rgdaorganisation is expected
to have a greater capacity to devote specializeourees for different tasks. As
service volume increases it has better ability ¢arlbthe fixed costs, and it is
easier to reach a critical volume of the activitiegjuiring specialization.
Furthermore, it is also a matter of questioning itiea that each municipal
territory is the best geographic area for orgagisuater and sewage supply. A
regional organisation is better equipped to irgtidevelopment and manage all
these challenges. It is clear that collaboratiors wansidered as a strategic
measure in order to secure long-term capacity gpage the overall water and
sewage supply system in the south of Sweden.

The decision to form VA SYD was taken to realize #ibove advantages.
When the operations started in a new structuralesoint was time to establish a
completely new organisation with its own proceduties own identity and a
supporting culture. Early in this process it becamportant to set long term
goals and targets. To mark that it was a jointrepgre for the future a purpose
with the organisation has been stated explicitly.

Syftet med flera kommuner i ett kommunalférbundatir kunna mota
framtidsfragorna tillsammans i en allt mer komplasansch (skall detta vara
var pa svenska?).

The purpose of having several municipalities in etautory joint authority
is to be able to meet the future challenges in radustry that is growing in
complexity.

It was considered important to state that the aonstwere long term and it
was mainly about increasing the performance capa€ithe organisation. Cost
reduction possibilities were of interest, but mgiak an opportunity to redirect
resources and increase performance. Thereforadiom was set as follows:

VA SYD ska vara en ledande aktor i det hallbaratsdlet, for kunden och
miljon. (OK)

VA SYD should be a leading actor in a sustainabteesty, for customers and
for the environment.



The ambitions of the political leadership were teate an organisation that
proactively could act long-term for sustainabiblyd development.

Regulation — the empirical context

The provision of water and sewage services in Sweasleegulated by the
Public Water and Wastewater Plant Act from 2006 JSI006: 412). The
municipalities are responsible for the provisionvadter and sewage services
and for the management of storm water. Both sesvace usually conducted by
the same organisational entity. The municipalitées according to the Local
Government Act (SFS 1991: 900) autonomous, whicana¢hat they to a large
extent have the ability to decide how to arrangeptovision of public services.
As a consequence there are variations between ipaliies in Sweden in
regards to how the provision of services is orgahidn-house solutions or
municipally owned corporations used to be the nmmsnhmon solution for
organising water and sewage services in Swedishaipahties. The provision
of water and sewage is normally financed by fees. Jubsidies are allowed but
only used to a minor extent. The fee is decidedlydsy the politicians in the
local government council and it is to be based qerational cost and
investment plans for the coming years.

The calculation of the fees are regulated by theewand Sewage Act (SFS
2006: 412) and based upon a cost based price piengieaning that the fees
charged for the provision of water and sewage sesvcannot exceed the actual
cost the municipality has for providing the sergic&¥ou are not allowed to
make a profit in this sector and then use thatipmoforder to finance other
public services. If a profit is made for one ydae tmunicipality is required to
state in the investment plan for the three comiegry how the profit is going to
be used. Since the fee is based upon the actusl tllis means that the level of
the fee is influenced by the level of investmentsl anaintenance as well as
geographical conditions within a municipality. Dieedifferences in conditions
between municipalities the cost for providing tleeveces and thus also the fee
differs from one municipality to another.

The fee for water supply and wastewater managemambally consists of
two components: a fixed part and a current pricat tdepends on the
consumption (almost all consumers have water metéhe division between
the two components varies from municipality to noypality. For example
municipalities with seasonal tourism have decide@lmost only base the fee
upon a fixed price considering that the consumptbnvater varies with the
season, but cost for the services are constant.

The municipalities are, according to the Water &etvage Act (2006: 412),
obliged to separate the financial statement forewahd sewage services from
the rest of the municipal activities. This in orderbe able to account for that
the fee does not exceed the necessary cost ofdongwthe services. The level of
the fee is decided by the politicians in the myraticouncil and the decision is
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based upon information provided by civil servamtshe organisation providing
for the services.

Governance of VA SYD

One main reason to initiate VA SYD was increasiegends via regulation
and expected future investment needs. Demandseeusthat in the longer run
would create pressure to raise the tariffs so fingth the local politicians may
loose thrust and faith from their inhabitants. Hoer even if the tariffs have
been raised in the four municipalities since ttatsdf VA SYD, they are still
quite low compared to rest of Sweden. The legalamigational form for
VA SYD is a statutory joint authority. This can bermed by at least two
municipalities and is formally regarded as a neséilual entity, with the legal
status of a municipality.

When merging the water and sewage supply in LurbdMalmo6 there were
great differences between the parties. There wadlferehces in size of
operations, differences of hydraulic conditionsffedlences in the spatial
structure as to the population density and finalgo differences of the physical
conditions of the assets (works and networks). BEkengh the ambition was to
integrate all operations into one organisational irwas regarded unfair (and
thereby impossible) to merge all this into one kngconomic entity.
Differences needed to be accounted for. Thereforeas decided to create
separate economic entities and different user f@eganisationally, this was
arranged by separate ownership councils, one foh @aunicipality. These
ownership councils were organised under the VA SWdard and were
responsible for the supply in its own municipalitihis ownership council is a
forum for the local political involvement as theyearesponsible for deciding
user fees and the capital investments (and thetataposts) within the
municipality. (See Figure 1)
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Figure 1 — The Chain of Command in VA SYD
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The legal form of the VA SYD has received much rdteen and was the
subject of intense negotiations before a decisiomdcbe made. To create a
joint-stock company was never an alternative. Theais a fear that a company
might put the political dimension aside in the @m®x of strategic decision
making. It was considered crucial to have an oVstadng political governance
of the water and sewage supply as a self-goingepstdnal unit might be too
big and impossible to control. There was a clearseasus that a political
organisation requires political governance.

The politicians focused on having a statutory joeaithority. It was
considered important to have a broad political ipigtion in order to create
commitment, transparency and control. By havingiatjcouncil, many, and
even smaller, parties get involved in the activithich is considered to
strengthen the democratic influence.

Collaboration means doing things together and tweas much support for
doing so. However, there was also a complete palitinity of creating a joint
organisation but different economic entities. Besidhe physical conditions
there were also ideological differences betweenntoaicipalities concerning
the distribution of fixed and variable componemtghe water and sewage fee.
By introducing an owner-council for each municipalthe two water and
sewage collectives could be kept apart while tht @uthority’s resources and
capabilities can be used in both municipalitiesadidition, the politicians also
argue that the owner-councils are important to endemocratic accountability.

The organisation is reporting to the board whoganeerning the organisation.
The board is reporting to the VA SYD council that the formal outmost
decision maker about policies and operations wittilh SYD as a whole.
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Considering decisions about investments and fedseimifferent municipalities
these issues are decided by the ownership cousitn though they are not
legally regulated, all parties have agreed to reisfige ownership councils’
directives when decisions are to be made in VA $j¢éDeral council.

None of the politicians are directly critical tovadhe governance of the joint
authority practically works. They say they have th8uence and role one
would expect given the design made. One issue, Venvereached the
boundaries between politicians and officials. Whee information to the
politicians becomes more overarching and the palitiecisions more aggregate
there is a risk that certain issues fall away. Viev of the extent to which
policies should be involved and decide on individieses varies greatly among
the politicians. No one is really critical to theopedure that exists today, but
some note that the issue will be discussed moreSYR needs to be able to
find its own political culture and form.

The chief officials perceive the statutory jointtlaarity well adapted to its
purpose. Now there is a public legal form of goweent which is well suited to
the water and sewage service role in society asdlomg-term nature of
existence. The fundamental tone is positive and dfieials perceived the
VA SYD as a strong and forward looking. By takindhalistic approach, the
politicians has shown that VA SYD will be involveghd participate in the
development forward, a position that the followiggote shows. Aside from
initial problems of integration, the chief officeakexpress that the governance
generally works well and provides good conditionsdeliver good quality
service.

However good in theory, the chief officials notattthe political governance
structure have the potential to a practical andiaditnative problem. With four
owner-municipalities, the number of political fqend meetings) grows quickly
and they all need similar, but slightly differemtformation. The division into
different economic entities with different politagis is perceived to make things
complicated and difficult. The chief officials ttp harmonize conditions and
operations to save money but are continuously reéedrnof the differences in
ambitions and focus. Especially, this is a probleamcerning the invested
capital and conditions for the daily operations: &xample, the condition of the
works and networks that came into the joint autlioraried greatly. Investing
to harmonize the standard requires decisions flerotvner council that so far
has shown reluctant to allocate funds, giving m@gyoto having low costs.
Hence, the levels of ambitions are seen to varyvéet municipalities and
between politicians. Primarily this affects theestment levels but in the longer
run also the operations budget and operations guves. Planning, as well as
ongoing operations get more difficult with separa@nomic entities with
different levels of ambition which may counteraotne of the positive effects
hoped for. From the lower levels within the orgati@n there is an expressed
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demand for a joint vision and an explicit regiocahfiguration (not one for
every municipality) as a theme for a new and adhpggional organisation.

Ownership vs Governance — a discussion

From the interviews the overall impression is tpaliticians as well as chief
officials generally perceive it as positive to gaout operations in a larger and
more specialized organisation. From time to timwill result in problem of
boundaries against other municipal services but ibkaefits of having a
specialized organisation compensate for these @mubl Our empirical studies
indicate that there are economies of scale tozeallowever, there are several
difficulties to overcome and many adjustments a&eded.

The ownership councils have been introduced to rieepolitical demands
to separate between different municipalities’ wated sewage collectives and
thus the water and sewage economies. From a pblgtandpoint it was a
crucial prerequisite for the cooperation to takacpl at all. Two reasons were
important. The first is that no one wants to mixnap and assets. The other is
that no municipality wants to relinquish decisioaking power and exclusive
political influence over "their own" water and segasupply. It is clear that the
system of ownership councils primarily serve poditipurposes. Seen from the
operational issues, it would be significantly easmth a clearly defined
governance board for all operations, i.e. one gtrdecision-maker. Fewer
governing bodies would likely increase the chanakeglentifying one single
aim that define a common quality standard for th&e VA SYD.

The construction of several governing bodies is marated and not ideal.
Some difficulties have been identified even thodlgh study has identified a
number of benefits. And there is also a strongebdiat cooperation is a way to
create opportunities to meet future demand. Theptioations surrounding the
ownership councils (or any possible counterpar® arconsequence of the
requirements to have separate decision-makingiabiliand economic units). It
IS not possible to organise away these problenstedad the only way to solve
the problem is to give up on this requirement. émayal, the easiest way is to
integrate all activities into one economic unittifs is no realistic alternative,
the management challenge is to find practical swistto deal with the diversity
and balance of the common and unique for eachiohai municipality.

By cooperating in a joint organisation, local goweents strengthen their
abilities to create stronger organisational form&mhable overview and system
thinking and rethinking. Realizing the advantagés darger scale requires a
regional vision and strategic direction that guilde municipal decision makers
to both think and act on a regional level. It isadancing act.

The empirical data indicates that several of thenmeasons for creating a
joint organization are being realized. A posititatade towards being part of
the organization is expressed by both the polit€iand the management team.
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The interviews show a lot of commitment to the migation and on being a
driving force to develop and create something nEme general notion is that
VA SYD is recognized as an attractive employer. gitesa difficult hiring
situation in general, the recruitments works wéllthough customers may
notice short-term effects, for better or worse, muf the organization's
activities focus on long term. There have been resxte efforts to create
uniformity with respect to performance and qualitymany cases at a higher
quality level than before. As for cost levels affiiceency, it is too early to say.
However, it is worth mentioning that user fees hbeen increased in all four
municipalities since VA SYD started. One explanmai® generally higher levels
of ambition in terms of common equipment (surveitia of facilities) and joint
systems (security, it) but also the purchase dostater has increased.

Both politicians and senior officials show enthssmabout the early years.
Initially in the process, this was not the casetlie lower levels of the
organization where the views were more blendedicSmjuestioned if VA SYD
really was a necessary step to take since majorgasavas needed anyway and
the advantages of the merger difficult to apprehévidch of the scepticism
expressed focused on being part of a much larggmaration compared to the
individual municipal units that people worked faftire. Since procedures got
more formalized, people complained about increésedaucracy and less focus
on professional issues. Both politicians and cbi@tials stressed the need to
attend to hard as well as soft factors in the mecA major effort was made to
create systematic procedures and processes (tathsystems) for how
VA SYD should work. The positive effect are onlyle realized when common
standards are implemented. However, apart frontatienical systems, equally
important is the employees and self-image withendhganization.

A program was introduced to get all employees & #8nd commit to the
common organization, i.e. VA SYD. Despite the comnmeint, still there were
differences in preferences about what level of ggerthnce was reasonable to
aim for and how the operations were to be organiZdee situation was
accentuated by the fact that the different munitipa had brought their water
and sewage assets into VA SYD and the standardesttassets varied greatly.
As the different geographical areas (i.e. munidigal) had profound differences
in physical standards, it created tensions in e dperations about were to
allocate resources, both for maintenance and imesgs. However, these
tensions also created moment of discussions anormties to adjust personal
views. Gradually, less criticism has been expressed more of positive
observations are expressed. In early 2013, therglemapression from the
interviews is that VA SYD is considered to be a djadea with great potential
for the future. Many of the employees express demadto be part of creating
something new.

From a leadership perspective some observations bearmade. Firstly,
VA SYD expresses an ambition to create a favourabigcture for water and
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sewage supply that would work long-term and giveasfunities to meet the

future demands from the society. A bigger scale deihg part of an

organization solely focusing on one sector givédoaetonditions to upgrade and
adjust for the future. It is described as “crucied’be able cope with technical
challenges and provide a steady and secure suppé/.challenge is to show
ability to innovate and adapt to new demands atstmae time. Present and
potential new stakeholders (connected to thingsussainability, ethics, and
contributions to society as a whole) are bettevestby a stronger (i.e. bigger)
organization. This has to be linked to the tecHrskdls that are highly valued

historically. A common denominator in the statenmfenin the interviews is that

everyone seems to agree that in the long run,ighés matter of survival. The

VA SYD initiative was never a project focusing agducing costs. Instead the
emphasis was on organization's ability to devetopte future and meet raised
service standards. However, cost levels and peeriaire mentioned in these
discussions. In general people within the orgamnatacknowledge that

development work is taking place (to what extentesabetween the units) and
that the costs have increased less than was expgluie to issues related to
integration and innovation).

A larger structure creates better operating comastifor the organization. In
the interviews it is indicated that economies @lsan planning and production
is being realized gradually. It has been possibidéntify generic resources and
activities that can be used in all municipalitiEsr activities in operations, it is
easy to allocate the cost to the correct entityeréfore, the costs will be lower
as the resources are shared between several n@ect

On the other hand a condition to set up the joiganization was to keep the
economic entities separate and guarantee thaicpol$ in each municipality
may decide upon fees and investments independé&otty others. Thus it is
possible for each municipality to integrate sonsougces with others, without
being fully harmonized. Even though VA SYD is abdetision making about
water supply in a regional context, a majority lnd politicians will continue to
primarily work within their own community. They atecal politicians with
their main obligations towards their local votefiderefore it is perceived
crucial that every municipality decide upon theanmofees and investment plans.

When it comes to long-term decision-making theadian is different. Efforts
to coordinate and harmonize the organization canldserved among the chief
officials. From a practical point of view the offds claim that it is
comparatively easy to coordinate procedures anetaafisat are possible to use
in all municipalities. However, issues close tohaties and priorities directly
connected to the owner-councils has been subdtgntidferent. From the
political bodies statements have been made to mesmique features for the
different municipalities. One example is the uss &nd the division in fixed
and variable components. The management group stegga unified structure
for all municipalities (still with individually setiser fees for each municipality).
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So far it has shown difficult to agree upon all ttetails and no change has yet
come into effect. There are similar tendencies witetomes to capital
investments in physical assets. From the profeaBoand the management
there is a continuous search for technical solstimmd establishing efficiency.
Establishing norms for general operations and sdpfamctions make the
activities more cost efficient. The politicians ah®wever, hesitant to accept
minimum standard levels. Since the starting poiiiteid it is costly for
politicians to agree on a minimum standard if thee#s are in a weak condition.
Therefore the politicians are reluctant to acceptimum levels since it may
result in raised user fee, something they wishvtodaas long as possible.

Concerning investment planning (and user fees)ethisr a continuous
discussion going on about priorities and directiolms all municipalities the
politicians have taken strong action to maintaia fole right to decide about
capital expenditures within their own municipaktieThe leading municipal
politicians clearly express a will to form their owapproach and decide on
investment priorities, independently from other meypalities. Officials (and
leading politicians within VA SYD) on the other lthrseek uniform solutions
possible to accept for local politicians in all faaunicipalities.

To be able to act forcefully, these governanceeissieed to be sorted out.
Until now the process has been handled by a canstaddling through as
obstacles are dealt with as they have occurredeSssues have proven difficult
and have been left unsolved. A vast amount of maldssues to deal with have
taken attention away from the systematic long-tstmactural work to realize the
vision and the greater motives behind a larger amole forceful joint
organization. To develop VA SYD further there isnaed for integrating
activities in the different municipalities. Withoat shared approach, consented
to by all municipalities, the structure with segaraconomic entities, risks to
create political tension and less power to actomgiy (as was an initial
motive). The potential success in realising théesefiects sought for is entirely
determined by the ability to unite the politiciatws adapt to one another and
decide on a consistent approach.

Conclusions and lessons learned

The process of establishing the new organizatiometl out to be a
challenging task requiring a lot of time. In hirglsi it is clear that the
individuals involved never expected it to take @mg to get things into
operation. Initially a majority of the employeesioh not to know much about
the intentions behind the merger, but eventuaklypbtential positive effects of
size were spread in the organization. Howeverhtpes of potential advantages
as a regional player were gradually sidelined asaipnal and practical things
with integration took most of the attention. It wast until 2012, four years after
the start that the operations were set in a trgemnal structure.
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Overall, it is perceived as positive to conduct diperations in a larger (and
specialized) organization. Despite problems of loeuies against other
municipal functions (such as physical planning, iemment) the positive
effects are clearly mentioned. There are econorofescale, but they are
difficult to implement and realize. Also, each nuipality emphasizes the
importance of its ownership council and ability aot acting from its own
agenda. One reason is not to mix assets and mormy wifferent
municipalities, another one is unwillingness to dhasver decision power for
“their own” assets to politicians from other muplities. It has not proved
possible to create a single view on priorities godls for quality. Overall, this
gives a situation where the joint organization tmsvork towards ambiguous
and shifting objectives.

It is worth noticing that the system of ownershiuecils primarily serve
political purposes. Politicians want to represdmirt own residents. There is a
general resistance towards integrating a singleieipal supply (genuinely local
In character) into a regional structure. From aecexive or professional view it
would be significantly easier with one single clgatefined political council.
Fewer governing bodies would likely increase thessgmlity to define a
common quality standard for the entire supply.

A number of advantages with a larger scale hava ltified and there is a
strong belief that the bigger organization is a mset meet future demands.
However, the design with several governing bodiescomplicated and
somewhat problematic. The ownership councils ar@sequence of the need to
separate influence and safeguard municipality’'saceyp to decide within their
areas. This situation creates a complexity thahaabe organized away. The
only way to deal with it is to drop the conditiohseparate economic entities. If
it is unrealistic to create a common joint econoandty, the only way is to find
practical solutions to deal with the diversity dmmance between the joint and
the unique.

A key hope was that a larger organization wouldaase the attractiveness on
an external market. After five years, VA SYD is smered to be a secure
organization that is able to perform its task, @ligjh slow and bureaucratic at
times. Increased size of operations has broughtrtyouties to introduce a more
structured approach towards both political bodied asers. As things have
turned out, the organization today has a cleardrmaore uniform contact with
their clients.

As for the impact on operating costs, it is difficktoday to see these
ambitions fulfilled. One important reason for thssall about the difficulty of
measuring and comparing cost effectiveness. Theldement does not indicate
that the current operating costs decreased, rthespposite. However, there is
reason to interpret these figures with cautionh@ssupply today is larger and
generally perform more activities. The initial ygawere characterized by
inventories and adjustments to lift all the par®ia unified quality. Added to
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this, there have been special initiatives suchaéstys and security. It is noted
that in several cases these activities were nesdonmed before in the single
municipal department. To that extent it is to basidered as cost driving to join
the bigger organization.

As the initial ambitions were to develop the suppglystem it may be
considered as acceptable with initial cost drivingestments. However, the
challenge to come will be to make these rearrang&snaquickly and cost
efficient so it is possible to enjoy the benefitshe bigger structure.

The interview data indicate that the power of géarorganization has come
into effect. Staffing is today less dependent omglel individuals and the
operations thus less vulnerable. There are alsa rapportunities to put up
plans and programs to develop the competence mtinspes an individual.
Meanwhile, it is also noted that things are moreehucratic in the larger
organization that rely more on systems and pro@sdur

It is important to note that the merger into a reawd joint organization has
meant an extensive effort to document and congelidetivities and resources,
l.e. facilities, personnel and procedures. More &etter information about
network conditions and weaknesses of the systemntmeequests for
development to “lift” all components to a minimalkl. Not infrequently, this
has also led to more or less urgent investments.ofganization today delivers
much higher quality in terms of systematic inforimatabout the facilities and
their function. Additionally, the organization islsa better equipped to
implement uniform systems to run their facilitidgead. Thus, this has initially
driven investments and cost but also graduallyeiased quality.

A clear impression from the study of VA SYD is addo enhance efficiency
as well as effectiveness. From a strategic viewabia a matter of ensuring that
scale and synergy benefits are realized at the sameas legitimacy is secured.
For a single (or small) organization this is a @ajing work as it has to be
done despite demanding regulation and restrainelddis. By joining forces
and a creating a bigger and more resourceful ozgdan the local government
facilitate for analysis and solutions on the systewel. This is an opportunity to
influence the vacuum of effectiveness at a sysexmal l(Figure 2).

On the local level, acting for object efficiencynits the possibilities to
develop the local supply. Instead it is desiralbe bocal governments to
contribute to the regional vision and act on a eystlevel. Short-term
improvements of single activities (or facilities}ed to be balanced against their
impact on the effectiveness on the system leveimipove on the system level
consistent actions needs to be taken in every waiegre investments and
reinvestments are made. Step by step the systdacitifies will develop and
improve in quality and performance.
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Figure 2 — Different Concepts of Efficiency on thé@bject and System

System level

A

Do we have a regional
water & sewage supply
that meets the long-term
regional demands?

Efficiency W Effectiveness
Will the existing water &
sewage investments meet

the future environmental
demands?

v
Object level

To realize the potentials with the larger orgamsait is needed that local
politicians are willing to hand over decision-makito the organization and
thereby also adjust to the others parties. Expgctoo much of local
adjustments within the same organization resultsoimplicated conditions for
management as it will bring different subsets @fcedures in each local setting.

Much of the issues discussed in this chapter fggltdi governance issues and
guestions to deal with when an organization is gewitiated and finding its
forms. When standards are set and a joint apprizadbveloped and shared it
becomes less feasible to request special conditlemis new municipalities to
enter, they have to comply in full with the joimi@oach as it is, and with no
room for exceptions. From the view of the profesale this is a desirable
situation as it gives stable conditions. Howeueraises issues of the politicians’
influence and accountability. It may show difficit act strategically on the
regional level and then face political accountapilby other measures, on the
local level. Will politicians be able to decide antions locally to support the
performance on the regional (system) level? Whag¢gyof conditions will this
give for the professional (management) to realize potentials of the bigger
organization? These are issues that certainly meed research attention.
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