TOWARD A FRAMEWORK FOR MANAGING HIGH-RISK
GOVERNMENT OUTSOURCING: FIELD RESEARCH IN
THREE ITALI AN MUNICIPALITIES

Emaruele Padbvan and David W. Young*

ABSTRACT. Many public sector organizations use outsourcing in an effort to
take advantage of a private contractor® experience and economies of scale,
thereby alowing them to provide high quality public services at a low cost.
Although it has received considerable attention in the public policy and
management literature for almost three decades, outsourcing has not aways
achieved a municipality® goals. To address the strategic and managerial issues
of outsourcing, we combine a literature review with data obtained from a field
study of three Italian municipalities. The resulting framework can assist public
sector managers to determine both the services that are the best candidates for
outsourcing, and the issues that must be considered in managing the chosen
vendorsto guarantee high quality and cost-effective results.

INTRODUCTION

Outsourcing is a strategy used by mary public secior organizaions

(PS0s) in industrialized countries in an effort to provide high quality
public servicesat low cost. The underlying theary is that, by contracting
with a private sector verdor to provide services(and someimesgoods), a
PSO can take advartage of the verdorOsconsideralle experience and
ecanomies of scale. In addition, the popularity of public sector
outsourcing is related to the growing emphads on entreprereurship in
maragng public servicesso asto stem the growth of the public sector
and exert greaer control over spending (Savas 1982; Osborne &
Gaebler,1992; Hammer & Champy, 1993).
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The PSOs we discuss in this paper are municipalities where the
topic of outsourcing has received consideralle attertion in the public
policy and public maragemert literatre for almost three decadks
During that time, mary municipalitieshave undertaken a wide variety of
outsourcing initiatives including such disparae actvities as anmd
control, air traffic control, legal services fire protection, trash collecton,
heakh care, snow plowing, building maintenance, bill collection, data
procesing, street clearing, streetrepair, and recycling.

In ltaly, where we conducted our resarch extersive local
govermmert reforms that beganin 1990 have created an impetus toward
outsourcing. At presert, some 27 percert of Italian local services are
provided by privately-owned comparies and 40 percert are outsourced
to companiesowned by the public secor (Antonioli, Fazioli, & Tiraaro,
2000).

Unfortunately, outsourcing hasnot always achieved a municipalityOs
goal of high quality servicesatreducedcost. In par, thisis becaise some
municipalities have not maraged their vendors as well as they might
have. Indeed, accarding to some observers a municipality frequertly
becanes seduced by a verdorOsalleged competerce to provide high
guality serviceswith a relatively smal (or no) incremental invesgmert in
infragtructure assets. As a reallt, the municipalityOsmaragers fail to
identify the costs that the city or town will incur in conjunction with the
outsourcedactivity (Demsetz, 1968; Williamsn, 1975; 1981).

In part, a municipalityOsOtansaction costsO in outsourcing are
cawsed by the informaion asymmetry that exists between it and its
verdor. In addition, however, the municipalityOs senior maragers
frequently fail to consider the risk associated with the outsourcing
decision. This risk has been addressed in terms of (@) increagd
deperdence on exterral suppliers reaulting in a potertial loss of control
over essertial activities (b) greatr diffi culty in cost maragemert when
there are adversarial relationships, (c) loss of essertial competercesin
the public ertity, (d) loss of control over suppliers of the resources
(inputs) neeckd to conduct the outsourced activity, and (e) loss of
flexibility in regponse to the needs of the citizerry (Kettl, 1993; Quinn &
Hilmer, 1994; Domberger, 1998; Sclar, 2000).

In this paper, we focus on the risk agect of outsourcing. We use a
combination of a literaure review and the data obtained from a field
study of three Italian municipalities to develop a framework for risk
asesmert that can provide guidance to municipal maragers to
determine which servicesare potertially of high risk. We also identify
severalissuesthat a municipalityOsenior maragersmust consider if they
are to assure their citizers that the vendors of high-risk outsourced



services are providing appropriate value in terms of both quality and
cost-effectiveress.

OPERATIONAL AND THEORETICAL ROOTS OF OUTSOURCING

For at leas 30 years public managemert has beencharactrized by
efforts to ersure efficient and effectve public services (Nolan, 2001).
Thes goals are at the core of the New Public Managemert (NPM)
paradgm (Hood, 1991; 1995), and have beenat the root of mary reforms
around the world.

In conjunction with the NPM paradgm, mary municipalities have
turned to outsourcing for both internal and exterral activitiesasa way to
improve the quality and cost-effectiveness of their services Interral
activities are those that resde within the municipality itself, where the
citizerry is unaware of, and largely unaffected by, the outsourcing
decision. An example is a choice between an interral publicaions
departmenrt and the use of an outside printing compary.

By contrad, exterral activities affect the citizerry direcly. Wage
cdlecion, snow removal, ard street repair are typicd examgdes Here
regardess of whether outsourcing is used, the citizerry is aware of the
services being provided, direcly affected by them, and usually very
concerred about their quality. When a municipality outsources such
services it reducesits ahility to control directy their quality and cost-
effectiveress. Indeed since the verdor frequently is a for-profit ertity,
the municipality also must be concerned with the conflict between
vendor profitahility and its broader social goals for the citizerry.

Assessing Outsour cing Risk

The potential conflict between profitahility and social goals mears that,
degite its considerable potertial for improving the cost-effectiveress of
public services outsourcing can be diffi cult for a municipality to marage.
The maragerial difficulties frequertly are bifurcated between the legal
issuesthat arise in preparing an appropriate contract, and the measiremert
and reporting issues associated with monitoring the verdorOsperformarce
(Oshorne and Gaebler, 1992: 87). While the former has received
considerable attertion, egecially in the ecanomic and legal literaure, the
latter has often beenviewed simply as Oasystematc procecure to monitor
the performarce of the contractor and compare it to that specified in the
contractO(Sawas 1987: 270). Yet, there is a possibility that some verdors,
while abiding by the OktterOof the contract will engage in Owality
shadngO(Hart et al., 1997: 1148), i.e., they will make margnal reductions
in quality (and perhaps featureg in anattemp to save costs.



In addition, becawse cities and towns use a wide variety of
outsourcing arrangemens, it is not possible to develop a single model
that will serve all of a municipalityOgelations with its verdors equally
well (Kettl, 1993: 37). If, for example, a city outsourcesits publicaions
department, the quality and service goals canbe statedrelatively easly in
the contract (eg. turnaround time, maximum number of reworks, etc.),
all of which canbe monitored with little diffi culty. Moreover, there is a
low risk to the citizerry because of poor verdor performarce.

But what about activities such as wade collecion, water supply,
streetlighting, anmal control, and mary other serviceswhere the quality
and service goals are more elusive and where the citizerry is more
direcly affeced by a vendorOsperformance? Can the goals be stated
clearly enough to be monitored? Can monitoring be aseasly focused as
it canfor a publications departmert? Is monitoring enough? In answering
these quedions, a municipality need to begn with a risk assesmert,
which has three dimersionsN citizen sersitivity, supplier market, ard
switching costs.

Citizen Sensitivity. From the citizersO perspecive, a townOswage
calecion service clearly is much more importart than its publications
department. Citizers are worried about the timely removal of wage and
only margnally, if at all, about printing quality. In large part this is
becatse, when they arethe final cliernts, the risk of non-performarce on
their satisfaction is much higher. As a reault, any outsourcing decision
must consider how the municipalityOscitizerry would be affecied if a
verndor performed poorly.

Supplier Market. The supplier market canbe charackerizedby its degee
of competitiveress, ranging from mary potential suppliers (high

competition) to few or perhaps only one potertial supplier. For example,

there usually are mary comparies competing for a municipalityOs
printing business, but there may be only a few vendors cambe of

providing good quality wage cadlecion services or nursery school

educafon. As the number of potertial suppliers decreaes the

municipalityOdeverage in negotiating with them declines and its ahility

to benchmark their performance becaneshampered

Switching Costs. Occasonally, outsourced aciivities are caried out
using some relatively specialized resources ones that camot be
trarsferred easly from one verdor to another. When this happers, a
municipality will have diffi culty, and perhaps incur substartial costs, in
repacing anexisting vendor with anew one. For example, finding a new
verdor for, say, a wage removal service or a nursery school could be
quite diffi cult, due primarily to a variety of invegmerts that will needto
be redicated by a new verdor. A wage removal vendor no doubt has



edabished efficient routes for its vehicles has determined how mary
vehiclesit need on eachroute due to the average volume of wade to be
removed, perhaps has egalished relationships with certain citizers for
specific kinds of wage removal, and so forth. In a nursery school,
teaclers have learred about children and their need, have edaldished
relationships with parerts, and have developed programs that regpond to
both. In these instances aswell asin mary similar ones the switching
costs could be quite high.

By contrad, if a service such as snow removal is outsourced the
switching costs are likely very low. If one vendor does not perform
accading to the contract the municipality usually has little diffi culty
finding a redacenent. Indeed a municipality may have contracts with
several verdors to protect it from arny sort of Overdor holdup,Oi.e., the
cambhility of averdor to increa® its price because the municipality has
few if any other options.

The three dimersions of risk assessmert are illustrated in Figure 1.
As this figure indicates the low-risk cube emlodies services(such asa
publicaion departmert) with a combination of low citizen sersitivity,
high competition, and low switching costs. These situations have a high
probahility of succesful outsourcing with only minimal maragerial
intervertion. Similarly, a service such as snow removal might be in the
upper left, front corner, where citizen sersitivity is high but where a
poorly performing vendor can be redaced easly and quickly. At the
opposite erd of the spectrum (high citizen sersitivity-low competition-
high switching costs) are servicesfor which outsourcing is more risky.
Figure 2 providessome additional examples

FIGURE 1
The ThreeDimengons of Risk Assessment
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FIGURE 2
Examplesof Outsourcing Risk Differences
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A particularly vivid example of the perils of high-risk outsourcing
wasillustrated some yearsago in the United States The Commonweath
of Massachusetts had outsourcedits Medicaid Maragemer Information
System, a system that mailed several hundred thousand checks each
month to the stateOsindigent citizers. Citizen sersitivity was high,
market competition was low (there were almost no vendors other than
the one chosen that had computer systems of sufficient size and
sophisticaion to undertake the various activities only one of which was
sending out checks), and, due to the needto transfer software (or rewrite
code in someinstanceg, plus the diffi culty of moving data filesfrom one
verdor to the next and performing the necesary auwdits, the switching
costs were high. When the verdor went barkrupt, several hundred
thousand Medicaid recipierts learred quite painfully what Olgh riskO
realy meart.

A Conceptual Framework for Managing High Risk Outsourcing

It is importart to recaynize that, even though a service liesin the
high-risk areaof Figure 1, outsourcing it may still have considerabe
potertial for improving the cost-effeciveress of a municipalityOs
operafons. Thus, a municipality doenOtnecesarily need to awoid
outsourcing high-risk services rather, it must idertify those apect of
the relationship that needto be carefully managed to assure high quality
and cost-effective verdor performarce.



Our resarch suggeds that three elemerts are importart to the
succesful maragemert of high-risk outsourcing: performarce
measiremert, ongoing communication and coordination, and linkagesto
the municipalityOsmaragemert control process. As we discuss below, a
municipality must pay careful attertion to all three if it is to have a
succesful experience with high-risk outsourcing.

Performance Measurement. With high-risk outsourcing, simply
monitoring a contract is not enough; monitoring must be supplemeried
with a variety of other acivities Kettner and Martin (1985) have argued
that these actvities include (a) periodically reviewing progress toward
the accanplishmert of contractual temms, (b) idertifying areas that
require correcive acton, and (c) checking to be certin that the
corrective acions were effective.

In addition, asit entersinto contracts that move it closer to the high-
risk areaof Figure 1, amunicipality must undertake a variety of acfvities
to ersure not only that the verdor is cost-effective, but regonsive to
citizen needs. Regonsiveress includes taking steps to ensure that
problemsare relved quickly, and focusing on distributional equity, i.e.,
asuring that the service is fairly distributed throughout the
muni cipalityOsieighborhoods and ecanomic groups (Marlin, 1984).

Finally, asits outsourcing moves northea$ and toward the rea in
Figure 1, a municipality must be cerain to focus on exactly what
senvicesit is purchasng from a vendor, and egecially on the distinction
between inputs and outputs. With tradtional requlatory contracting, a
municipality specifies the activities(or inputs) in detail. By contrad, with
performance contracting, it simply states the outputs the vendor is to
provide, and allows the verdor to determine the most appropriate mix
and quartity of inputs.

Building on the various definitions in pracice, Martin (1999) defined
aperformance-based contract asone that Of@useson the outputs, quality
and outcomes of service provision, ard ties at least a portion of a
contracbrOspaymert, as well as ary contract extension or rerewal, to
their actievementO(page 8, emphadsin original).

Persuaded by a real possibility of improvemerns in outsourced
senvices this shift in focus from inputs to outputs receved growing
attertion in the literaure. It took placein the U.K. in the early 1990s, in
regponse to criticism of Compulsory Competitive Tendering (Walsh and
Davis,1993; Departmert of the Environmert,1993), and migrated to the
U.S. several yearslater (Gordon, 2001). More recertly, the U.S. Gereral
Accounting Office (2002) and Zacchea (2003) have argued that a
performance-based contract must focus on: (a) requiremerts in tems of



reallts rather than production methods, (b) clear definitions of
performarce measrement methods and goals, (c) descriptions of how
the contraciorOsperformarce will be evaluated in a quality assurance
plan, and (d) positive ard negative incertivesbasdon key reallts.

With a shift to performarce contracing, a municipality must be
cardul to define output in operatonal terms In this regard, Anthony ard
YoungOs (2003) distinction amag three differert types of output
measiresN social indicabrs, result measuresand process measiresN can
be instructive (see also Hatry [1999], De Bruijn [2002], Pdster [2003]).
A social indicator is a broad measire of output that reflects changesin
societal conditions. Typical examgdes of social indicators are the crime
rate, the percertage of effluerts in the air, and clean and safe strees.
Similarly, measires such as increa®s in heakh status, educaion, and
housing conditions also reflectimprovemertsin societal conditions.

In gereral, a social indicabr is affected by both extemal forcesand
the actvitiesof mary differert orgarizatons, not by just a single vendor.
As such, they are useful to a municipalityOsserior managersand elecied
offi cials for strategc plaming, but are not egpecially helpful for verdor
monitoring.

By contrad, result measures express output in termsthat arerelated
to an orgarizaionOsobjecives They measire the services provided to
customergcitizers and are a direct reault of the acivities of a
municipality department or the vendor to which the departmert has
outsourcedan activity. Typical examplesarenumber of pasengersusing
anurbantrarsport service,amount and quality of streetclearing, tons (or
metic tons) of wage cadlectked, and gallons (or kiloliterg of water
distributed

Finally, process measuresrefer to acivitiesthat arethe departmertOs
or verdorOsmears to accanplish the results. Examges include the
number of mainterance intervertions, the number of documerts
procesed in an offi ce, the number of hours dedcated to public hedth
inspectons, the number of applicaions reviewedin a nursery school, and
so forth.

Prior to ary outsourcing decision, a municipalityOsserior maragers
must undertake the very difficult aralysis of how each departmerntOs
reaults will contribute to an improvemer in the municipalityOssocial
indicabrs as defined by elected officials. An examgde of how this latter
activity might be done for the social indicator of clean and safe streetsis
shown in Figure 3. As this figure indicates acheving this social
indicabr requires a coordinated effort among sewveral differen
departmerts. The municipality® serior maragers must determine how



the servicesof eachdepartmert contribute to the social indicator. They
then must determine the dedred reaults from each departmert, ard
develop a meaaure for each

FIGURE 3
Linking the Three Typesof Measuresin a Municipality: An Example
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Once the reailts and their measires have been developed each
departmert can then determine the acivities it needs to undertake to
achewve the dedred results, and build its budget accadingly. In some
instarces the departmert will decide to outsource these acivities and in
othersit will provide themitself.

It is in the context of a departmertOsdecision to outsource that the
distinction betweenperformarce and regulatory contracting surfaces As
Figure 4 indicates when a departmert decidesto outsource an acivity, it
has shifted the regponsibility for a portion of its Opoduction procesOto
the vendor. Hence, under performarce contracing, the departmert no
longer is concerred with proces measires but rather with the verdorOs
ahility to acheve the reailts for which the department is regonsible ata
lower cost than the departmert would have incurred if it hasundertaken
the production process itself.

FIGURE 4
The Impact of Performance Contracting
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To illustrate, consider a decision by the Departmert of Public Safety
to outsource traffic light mainterance. Under performarce contracing,
the department is unconcerned with how often the vendor inspects each
plart or how efficiert employeesarein conducting the inspectons (both
of which are process measires. Instead the department focuseson such
reaullts measires as the percerage of operating traffic lights, or the
amaunt of time neededto redore a brokenlight. In effect, the departmert
is purchagng Ofunctioning traffi c lightsOnot Onspecions.O



At the same time the department needs a model that links
functioning traffic lights to some of the realts for which it is
regonsible, such as say, areduction in traffic fatalities fewer acciderts
at interecions with traffic lights, a smoother flow of traffic during rush
hours and hence a reduction in fuel use. Of course, some of these reaults
are affected by the activities of another department, such as street
maintenance, or by external conditions, such asweater, driving halhits,
use of seatbelts ard airbags in auomobiles and so forth. Nevertheless,
all of thex elemerts facior into the deparlmertf)s and hernce the
municipalityOsthinking about improving its social indicabor of cleanand
safe strees. The departmert (or vendor) regonsible for traffic light
maintenance plays only a small partin this bigger picture.

Clearly, not all types of result measires can be in a contract For
examge, QlearinessO of strees is difficult to define and measire.
Moreover, evenif definedin area®nally clearway, performarce canbe
influenced by Onspection biasO For example, the English Code of
Practce on Litter and Refuse defines four different cleaniness grades
(A-B-C-D), using pictures(seewww.encamsorg). Even so, this measire
remains somewhat subjective, and also can be influenced by inspecion
bias Newertheless, asa performarnce meaaure, it is preferabde to, say, the
frequercy of street cleaning, which says nothing about reaults.

Street clearliness is relatively eay, however. Defining and
measiring, say, the quality of an outsourced social service, or a youth
program is much more difficut. To addres this dilemma some
municipalities use surrogate measires such as citizen complaints about
clearliness, number of pegle who reques assistance, lemgth of
assistance period, consumer satisfaction surveys, ard so forth.

Finally, it is possible that performarce contracing canleadto arigid
focus on the results measres specfified in the contract rather than
creatve thinking about how the quality and/or quartity of servicesmight
be improved at no additional cost (Beln & Kart, 1999; Dombercer,
1998). To emcourage its vendors to focus on continuous quality
improvemert (CQIl), a municipality must address the nature of its
ongoing communicaton and coordination activitieswith them.

Ongoing Communication and Coor dination

McNeil (1974; 1978; 1985) has identified three catgories of
contracts: classic, necclassic and relational. Under the classic approach
the purchaser attemps to identify and provide for all possible
contingercies ard the contract is limited to its formal agecs. If the
verndor does not comply with those agects, the reallting consequernces
areknown in advarce. Therefore, erforcemert is largely mecharical.



The necclassic approach recognizes that classic contracts camot
always be prepared becawse the definition of all future contingerciesis
either impossible or too expersive, egecially for multi-year contracts.
Thes contracs terd to have gaps that can be filled by specific
proceduresto solve disputes such asarbitration.

Finally, with a relational contract the focus is on a working
relationship that hasbeendeveloped over time. Although theremay be a
formal ageement, it is less importart than the relationship itself, and the
contract period typicaly is quite long. This approach is particularly
useful in situations where the tak to be completed is complex and/or
evolving.

Viewed somewhat diff erently, a classic contractis characerized by
negotiations that can be adversarial at times and where there is limited
trust, therely creaing the possibility of opportunistic behavior on the
part of the verdor. At the other extreme, a relational contract is
charecterized by mutual trust, personal ties cooperdion, ard a close
working relationship. The full spectum is shown in Figure 5.

FIGURE 5
Range of Possible Contractual Relationships
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To assess the issue of a municipalityOsrelationship with a verdor,
consider the printing examgde discussed earier. In a Ogot-marketO
relationship, a municipality might wish to make a one-time purchase of,
say, 5,000 copies of a brochure about a youth program. It would ask
several local printing comparies for bids and choose the lowed-priced
one, knowing that the quality would be accepable and the delivery on
time. Altermatively, the municipality might have some short-term
contracts with several local printing comparies to meet needs such as
this. If one comparny were unavailabe, a requed to another could be
mace quite easly.

Another possibility is a long-term contract with a single printing
compary, with the ideathat the compary would be devoted exclusively
to the municipalityOsprinting needs. This sort of contract might evolve



into a strategc alliance if the municipality had some uncertain printing
needs in which the verdor agreedto provide servicesasrequired without
knowing in advarce exacty what kinds of requeds it would receive. The
contract might be a loosely worded one, caling for, say, quarterly
discussions and a Osttling upOof balancesdue.

Going even further, a joint verture might take place between a
municipality and a printing compary where the compary becomes a
partner with the municipality and perhaps is guararteed a cerin
perceriage of the profit each year Finally, vertical integation would
exist if the municipality had an in-house departmert that met all of its
printing needs, with no reliance on outside vendors.

There is some eviderce to indicate that a shift toward the right in
Table 1 istaking place in mary municipalities For examgde, because of
market imperfections in some locales mary contracs tend to be
chareacterized by mutual dependence, a convergerce of intereds, and an
ercsion of boundaries all of which leadtoward a more tightly coupled
relaionship (Kettl, 1993). Indeed, in contexts such as Italy, where
municipalities are legally required to outsource, there is evidence to
sugged that a contract camot substitute for the informalhierarchical
relationships that exist amang goverrmerts and public-owned erterprises
(Massarutto & Tabaccq 2002). In these instances the relationship
between a municipality and its verdor has a much more importart role
thanthe contract itself.

Moving from this concepual view to a more pracical one, Darwin et
al. (2000) have developed a methodology that canassist a municipalityOs
contract marager to determine whether the relationship with a vendor is
tramsacional or relational. We used a slightly adapted verdon of this
methodology (shown in Tadbe 1) to help us think about the non-
contractual dimersions of a municipalityOgelatonship with its verdors,
egecially with regard to ongoing communication and coordination.

Ongoing communicaion and cooperaion are importart in most
high-risk outsourcing arrargemeris for four rea®ns. First, mary such
contracts are openrended, and therefore particular specificaionsN e.g.
schedules resolution of unexpectd everts, and service extensionsi
needto be addressed in formal and informal agreements that frequertly
exterd beyond the specific terms of the contract Second, even if the
contract specifies that, say, citizen complaints areto be sernt directy to
the verdor, some citizers contact the municipality directy, ard their
complaints need be forwarded to the verdor for acion. Third,
communicaion between the municipality and the verdor is direcly
related to monitoring acivities Finally, cooperaion can address ary
amhiguities or missing elemerts in the contract, thereby providing the



municipality with an opportunity to improve the production procesesso
asto meetcitizenneed more adequately.

TABLE 1

Dimensions of Contractual Relationships

Dimensions

Purely Transactional

Highly Relational

Communicaion

Limited and formal

Extensive, and both formal
and informal

Measiremert Everything in monetary |Many agects diffi cult to
terms measire; Partiesdo not
measire them
Begnning/End Clearly defined Sametimesnot defined If
defined, gradual

Initial plaming

Complete and specific

Limited atthe begnning

Bargaining Little or none during the | Extended mutual plaming
contract and creaivity

Bindingness Parnersare totally The agreamert isterntative
bound

Cooperafon Almost none afterstart | Succes deperds on further

of contract

cooperafon in performance
plaming

Assignmert of

Each assignedto only

Undividedsharing of both

berefits/burders |one party berefits and burdens
Specfficity of Basdon ageeamert, Non-specific and non-
ruledrights and usually measuredin {measirabe
monetary terms
Altruism None is expectedor A significart amauntsis
occus expected
Prdblems None expected If occur, |Anticipatedand deat with
expected governedby specific by cooperafon

rights

Saurce: Adaptedfrom Darwin etal. (2000, p. 41)

More gererally, communicaion and coordination between the
municipality and a verdor canhelp to reslve problemsthat could cause
citizendissatisfaction. While routine problemscanbe deak with by daily
contacts (phone calls or E-mails, for examgde), structural problems
require something more formal, such as meetings of a joint commission
or extended mutual plaming. Indeed without a mechanism to deal with



structural problems a municipality can have considerale diffi cultiesin
maragng a high-risk contract In this regard, maragng communication
and coordination with a verdor is amalogous to maragng the kind of
conflict that Lawrence and Lorsch (1967) observed some 40 yearsago in
their resarchin for-profit comparies

Li nkagesto the M unicipalityOsvlanagement Contro| Proces

One of the most important agects of our concepual framework lies
in the martra Oelegation is not deserion.O More specifically,
outsourcing a service doesnot meanthat it then canbe excluded from a
municipalityOsongoing proces of programming, budgeting, measiring
and reporting, and evaluating. On the contrary, the municipalityOs
maragemert control process needs to be expandedto include the verdor.
For example, some programming decisions, such as the removal of
recyclable wage, or the synchronizaion of traffic lights along a major
artery, may involve the vendor. Similarly, the budgeting phas of the
municipalityOsmaragement control proces must include the verdorOs
contracted fees (some of which may be on a per unit bass, rather than
fixed); otherwise the municipalityOsudget will be incomplete.

Pertaps most importartly, the various redallts measures for the
outsourced servicesneedto be an integal part of the measirement and
reporting phase of the managemert control process. As a consequerce,
the measirement and reporting phase must focus not only on the
department within the municipality charged with maragng the vendor,
but on the realts being produced by the vendor. Otherwise, the
municipalityOsserior maragemert will have an incomplete view of the
departmertOerformance.

Finally, recagnizing that outsourcing is a mater of trade-off choices
and that the ervironmert in which these choicesare mack is constartly
evolving, a municipality need to undertake a periodic evaluation of the
outsourced service. In part, this is becawse even the beg-desgned set of
reaults measires may fail to indicate whether the citizerry need or
wans services beyond those it currertly is receiving. Also, for ary
number of rea®ns, an outsourced activity may have moved from one
cube in Figure 1 to amother, and this might call for a change in the
municipalityOsoutsourcing strategy. Or tecmology may have changed,
such that it would be more bereficial for the municipality to shift from
outsourcing to in-house service provision. Finally, it is possible that
another vendor, working in another municipality, has developed some
considerable expertise in the outsourced activity, such that a change in
vendors would improve the quality of the service, lower its cost, or both.



In gereral these sorts of problems and/or opportunities will not
became apparert during day-to-day operations, or evenduring the amual
budgeting phas of the maragement control proces. Municipal
maragers have much on their minds and marny demands to meet. For
perfecty underdandabe rea®ns, they frequertly are unaware of the
sorts of charnges that might affect the ecanomics of an outsourcing
decision. Ordinarily, only an in-degh evaluation can bring new
opportunities or asyet-unseenproblems to light.

METHODS

We examined the above three issues by undertaking in-depth cae
studies of three Italian municipalities Clearly, an importart
methodol ogical quegion that underlies our reseaich concerrs the utility
of conclusions drawn from field resaich in just three organizaions.
Obviously, those who consider only statistically significart comparisons
of large data barks to be Osiernificaly validOwill look askarce at the
conclusion drawn from a samgde of three. However, while statisticaly
verifiade informaton has made importart contributions to societyOs
underganding of public sector maragemert, a quartitative methodol ogy
camot capure the complexity and richnes of someting like the
maragemert of anoutsourcedservice.

In selectng afield study methodology, we were awarethat it would
be incorrect to sugges that every municipalityOsverdor seledion and
maragemert activities are like those discussed in our cags Indeed as
most researchers in the field of public administration know, thereis no
such thing as a OypicalOmunicipality. Every city or town has a unique
configuration, based on its history, locaion, political and governance
structure, citizerry needs, and so on. Since all municipalities are
ultimatkly anomalous, one must be carefu about drawing universal
conclusions from almost any samgde, no matter how large.

It is thus importart to stress that we arenot attempting to gereraize
about all municipalities Rater, we believe that some illuminating
observations drawn from only a few municipalities can sugges some
highly useful conclusions about some important issues in vendor
selecion and outsourcing maragemern. Indeed, if the informaton
obtained from our reseach can leadto some concepts that OresnateO
with municipality maragers, as we believe will be the cas, then the
conclusions we draw have validity for improved outsourcing in a wide
variety of municipalities



The Case Studies

The Italian municipalitiesin our field study were outsourcing wage
cdlecion. Two of them (A and B) also were outsourcing wade disposal
to the same vendor (Municipality C was outsourcing it to a differert
verdor). In addition, all three outsourcing contracts included mary
additional services(known, in Italy, asOgiene ambiertaleQOservices that
comprisedavariety of integrated activities

The three municipalities were medum sized (20 to 30 thousard
inhakitans), locaiedin the Emilia Romagna regon. At the outset of the
project there appearedto be different levels of effeciveness amag the
different verdorsOwage collecion and disposal services (which turned
out to be true), which we saw asa methodological strength. That is, the
differences allowed us to think about potertial linkages between the
elemerts of our framework and averdorOsffeciveress,

The cases were chosen with the goal of seeing if different reaults
could be explained by the same conceptual framework, using YinOs
(1995) thearetical redicaion principle. To ensure construct validity, we
used multiple data sourcesand metods, ard followed a Otiangulation
tecmiqueO(Stake, 2000). In each municipality, we colleced primary
data using semistructured interviews with the contract marager and
several other individuals involved with the outsourced services such as
politicians, controllers and public relation maragers We also aralyzed
several sources of secondary data: contrads, citizen charters
municipality refuse regulations, verdor reports, managemeri control
system documerts (plars, programs, budget and reports at differert
levels concerrning outsourced activitieg, corregpondence between the
municipalities and the verdors, and other formal and informal
documerts. Each case was submitted to the contract marager for
validation.

As Talle 2 indicates although all were medum-sizedmunicipalities
there were a variety of differencesamong them in terms of their areg
population density, locaion, metic tons of wage cdllected and length of
the contractual relationship. In addition, as discussed below, the three
displayedvarious differencesin how they maragedtheir vendors.



TABLE 2

Main Characteristicsof the Three Municipalities

Municipality

Main Characteristics A B C
Population 30,000 25,800 22,000
Area(squarekm.) 45 82 188
Population density 659 314 117
(inhabitants per square km.)
Type of community Residentia & Residentia & Residentia &

Industrial Touristic Touristic
Nature of community Metropolitan Coastal Coastal
Waste collected (metric tons) | 8,000 37,000 37,000
Outsourced activities Waste collection | Waste collection | Waste

& disposal & disposal collection
Length of contractual 7 years 3years 12 years
relationship
Municipality A

Municipality AOs contract contained 40 differert performarce
indicabrsN 22 result measrres and 18 proces measures The contract
marager monitored the verdorOsactivity using two differert approactes
receving complaints, and making inspecfions. Although the verdor had
its own cal certer for complaints, most citizen complaints went directly
to the contract marager or the public relation offi ce of the municipality
(which thenforwarded themto the contract marager).

An inspecor examined several importart agect of the vendorOs
performarce: level of cleardines of the strees, refuse collection
operaions, overflowing glass and paper containers arnd facility
maintenance. This acivity took placethreehours a day, six days a week
for a total of 21 hours per sguare kilometer a year. About half of the
performarce indicabrs in the contract were monitored (those considered
moast importart by the contract marager), divided about evenly between
reault and process measires

Negative inspecton findings and citizen complaints were forwarded
to the verdor on a daily bads, and the verdor notified the contract
marager when each problem was reslved Deficiencies were divided
into two groups. OSptOdeficiencieswere minor problems such asrefuse
overflowing from containers litter left along strees, and the like; they
usually wereremeded quickly. CBtructuralOdeficierciesarose whenthe
same problems occurred repeaedy and needed to be solved more
systemically. These deficiercies were discussed during meetngs of a
joint commission (composed of the contract marager, a vendor



repreenative, and a third party). This commission met bimonthly to
discuss problemsthat had arisen and approachesto their resolution. The
commission also considered potertial new services and/or procedires
and levied penaltiesfor non-compliance.

Municipality AOsmaragemert control process monitored only two
performarce indicabrs. percentage of recyclabes to total wade and
purity of recyclades These two indicabrsN which lie between reaults
and proces measuresN were used by serior maragers and elecied
offi cials to monitor the strategc aims of the service. All other agect,
such as street cleaniness, availahility of solid wade and recyclabes
containers the level of facility mainterance,and the like, were delegated
to the contract mareger.

Neither the municipality nor the vendor collected output indicatbrs.
Therefore the municipality had no concree way to know if the service
satisfied citizen needs. Howewer, it was possible to ases citizen
satisfaction using the number of complaints (Paister, 2003 or De Bruijn,
2002), and these had dropped considerably during the threeyeas prior to
the reseach project. In part, the decline came about because the contract
wasrenewed, meaning that the vendor could draw on the knowledge ard
experience gained during the previous contract In addition, and perhaps
more importartly, the joint commission promoted cooperaton between
the municipality and the vendor to meet citizenneed.

Municipality B

At the time of the research project Municipality BOscontract was
three yearsold, and was almost idertical to a contract with the larges
municipality in the area(which was served by the same verdor). The
contract contained 75 performarce indicabrs, of which about 80 percen
were reallts indicators. However, only a third of the indicators actally
were monitored According to Municipality BOscontract marager, this
was because he did not have suffi ciert time to monitor all the measires
contained in contract. Instead, he focused on what he consideredto be
importart to meet citizen requiremerts, such as observarce of street
clearing hours, ard timeliness of removing unlawful citizendumping.

Shortly prior to the research project, the offi ce that maraged the
contract (and mary other taks) had beenregructured, and the number of
empdoyeeshad decrea®d by 30 percent. The result wasa drop in hours
dedcatedto directinspections, which had declined to about 8 hours per
square kilometer a year. Although the contract provided for periodic
meetngs between the municipality and the vendor, no meetngs took
place.



Citizen complaints were received direcly by the verdor or the
municipality. In the latter case, the contract marmager classifiedtheminto
one of three categories The leas serious complaints were communicated
to the verdor by phone on a daily bads. More serious complaints were
forwarded to the vendor by E-mail. The most serious complaints reaulted
in aformal letter mailed to the vendor, with a copy to the citizenwho had
mace the complaint. The municipality then followed up, amnd
communicatedthe relution to the citizen

Municipality B@ managemert control process did not consider the
outsourced servicesat all. Seniceswere paid direcly by citizers, such
that cost increagsreaulting from improvemerts were paid directy by the
citizers. Although no citizen satisfaction information was availabe,
recert public meetngs had highlighted some deficiercies (not known in
advarce by the contract marager), such asthe needfor increagd street
clearing in some reddential zones and the importance of a higher
frequercy of trash callection in areaswith a high dersity of regaurarnts.

Municipality C

After ten yearswith the same verdor and contract, Municipality C
had decided to engage in competitive bidding, which took place about
two yearsprior to the research project. An extermal consultant group had
revised the contractOsspecifications to include picking up trash from
containers along the street rather than door-to-door. The municipality
had selecied the same verdor for the new contract, but, becaise of the
change, the verndor had needed to completely reagarize the way it
carriedout its acivities

The new contract specfified the quartity of inputs, acivities and
procedures that the vendor neeckd to follow. It contained 41 proces
indicabrs and 27 reallts indicators. Monitoring was based on citizen
complaints and inspections. Complaints, which increagd considerably in
the summer, were divided between regular (similar to the low
seriousness in Municipality B) and non-reqular (medum and high
seriousness in Municipality B). The contract manager (or an assistant)
forwarded regular complaints to the verndor, but without a requed for
feedback Non-regular complaints, typically weregererated by touristsin
the summer, and were followed up by the contract marager on a cas-by-
cas bads.

The employeein charge of inspectons workedtwo hours a day, from
Monday to Saurday, which trarslatedinto 5 hours per squarekilometer a
year.After eachinspecton, problemswere trarsmittedto the vendor by a
phone call, with no feedback. Because of the extensive areacoveredby
Municipality C, the inspecior could not conduct anin-depth review of the



vendorf)sreqoonses Nor could he monitor the inputs, activities or
proceduresspecifiedin the contract.

The municipality paid a fixed amaunt for the ertire service, which
did not cover disposal (provided by another company). Although the
previous contract applied peralties if necessary, the current contract
contained no penalty provisions. At the time of the researchproject, the
service was showing critical deficiercies such as refuse overflowing
from containersand uncleanstrees reported by citizers.

Effectiveness of the Outsourced Services

Due to the lack of benchmarking data on performarce, it was not
possible to undertake an indeperdent asesment of the effectiveness of
the verdor in each municipality. Instead we rarked the three
municipalities in terms of comparative levels of effectivenes. We
concluded that Municipality A was the most effective. The actual
guartitative and qualitative levels of the service were suffi cient to satisfy
citizersOneeds, complaints had fallen during the lag three years and
reported problemswereusually solvedquickly.

Municipality B was second. The service did not presert serious
deficienciesbut mary requeds for modifi catons arose during the public
meetngs, suggeding that the service could have been improved
Moreover, the absence of information on citizen satisfaction meart that
the contract marager had little bads other than public meetngs to
address citizenconcerns.

Municipality C was third. The contract was more regulatory than
performarce-based, and was structured in a way that inhibited the
municipalityOsahility to measire the vendorOseffectiveress in meetng
citizen needs. An absence of verdor feedback meart that the contract
marager did not know if problemswere being addressed satisfactorily.
Moreover, at the time of our resarch the sernvice was showing some
very clear deficiercies

THE THREE MUNICIPALITIESAND
THE CONCEPTUAL FRAMEWORK

Although we did not atemp to develop a metodology that would
place each municipality in a precise Orsk cubeOin Tabe 3, we
nevertheless were able to assess the rough locaion of eachin that
framework. For example, becawse the municipalities were outsourcing
multiple servicesthat affected citizers directy, citizen sersitivity was
high in all three sites Market competition was very low for
Municipalities A and B (where there was only one verdor that could



provided the multiple and integated serviceg, and medum for
Municipality C (where one or two potertial altermative vendors existed).
Switching costs were very high for Municipalities A and B (since there
was nowhere to switch), and medum for Municipality C. We thus
concluded that Municipalities A and B were very close to the upper-
right-back corner of Figure 3, whereas Municipality C was closer to the
middle of the cube.

In short, Municipalities A and B were engaged in extremely high-
risk outsourcing, and Municipality C in medum- to high-risk
outsourcing. Moreover, asis clearfrom the cas studies the three took
quite different approachesto maragng their verdors. The< diff ererces
are summarizedin Talbe 3, which also contains our assessmert of the
effectiveness of its outsourced service, and the characeristics of the
municipalityOsapproachto maragng its verdor. As this table highlights,
there were marked contrads in terms of performance measurement,
ongoing communicaion and coordinaton, ard linkages to the
maragemert control process.

Perfor mance M easurement

Municipalities A ard B approximated performance-based contracts
in that they had mary results measires 2 Municipality C, by contrag,
was more regulatory, with more process measires and rules concerring
the production proces (eg., number of vehiclesard emgdoyeesfor each
activity, number of container-washing operaions, collecton routes and
methods). Moreover, succesful operational performance appearedto be
linked to monitoring reault measires rather than process measires and
dedcating sufficient time (hours per square kilometer per yea) to
inspecions (21 in Municipality A, 8 in Municipality B, and 5 in
Municipality C).

More gereraly, high quality performarce measurement
appearedto rely on three factors. (a) follow-up of complaints, (b)
knowledge of the critical factors of the service (e.g. wade cadlecton in
cerain areas during busy periods) by the contract marager, and (c)
presence of monitoring indicators within the contract.

Municipality A incorporated factors (a), (b) and some of (c). The
contract marager dedcaed a significat amaunt of time to direct
inspecions, and he learred daily about both Ogructural®Oand QoutineO
problems as well as ary requeds for container mainterance. On the
other hand, Municipality B focused on activities(a) and (b) only, and had
a somewhat lower level of ongoing operational performarce
measiremert. Municipality C, was somewhat random in its focus, and
had only minimal performance measiremert.



TABLE 3

Risk, Performance, and Vendor Management Activitiesin the Three

Municipalities

Municipality
A B C

Risk High High Moderate
Perfamance (Eff eciveress) |Bed Next Bed Worst
PerfamanceMeasiremert |Keyitems |Keyitems |Keyitems
Kind of MeasiresUsed Many Resilt |Many Resilt |More Proces

Measires Measires Measires
Hours Dedcakedto Many Few Few
Inspecions
Follow-up of Complaints All All Most Serious

Complaints |Complaints |Complaints

Only
Knowledge of the Critical | Thorough Thorough Suyperficial
Facors by the Contract
Manager
Pregnceof Monitoring Half of the |One Third of |Very Few
Indicators within the Indicabrsin |the Indicatbrs
Contract the Contract |inthe
Contract

Discussion About OSptO  |[Yesona Yes ona None
Deficienciesand Their Daily Bads |Daily Bads
Sdutions
Discussion About Yes Seldom Very
OStucturalODefi cienciesand [Bimonthly — [(Public infrequert
their Sdutions (Joint Meetng) (Pditical

Commission) Involvemert)
Linkage to the Management |Same None None
Control System Outcome

Indicatbors

ard Praces

Measires

Ongoing Communication and Coor dination

Ongoing communication and cooperaion differed considerably
acress the threesites In Municipality A, the contract marager contacted
the vendor daily to forward complaints and discuss the reailts of his
officeOsmonitoring acivities This was always followed by timely
feedback from the vendor. In addition, a joint commission had been




edabished and met bimonthly to discuss problemsthat had arisen and
approaches to their reslution. It also addressed potertial new services
and/or procedures and penaltiesfor non-compliance.

In Municipality B, there was daily contact and the vendor gave
timely feedback However, no joint commission had been edalished,
even though it was an element of the contract Instead, public meetngs
took placeinvolving the municipality, the vendor, and the citizernry; thus,
they wereusedto update contract specifi caions.

In Municipality C, daily contacts were not followed by feedback
from the vendor, nor did the contractmarager requed feedack No joint
commission had been egabished and no public meetngs took place.
When the service displayed some structural deficiencies some of the
municipalityOspoliticians becameinvolved, and subsequertly contacied
and followed-up with the verdor to try to determine if the problemshad
beenrexlved

More gereraly, communication and cooperaion appearedstronges
when there were (a) daily contacts for the reslution of service
inefficiercies with feedback from the verdor, (b) meeings of a joint
commission, ard (c) applicaion, as needed, of contractual penalties for
non-performarce.

Li nkage to the Management Control Process

Linkagesto the municipalityOsnanagemert control process included
guality measires connected to the outsourced services and process
measires concerring the contract maragerOsmonitoring actvities (as
distinct from the verdorOs proces measire. However, only in
Municipality A had serior maragemert identified some outcome
indicabrs and proces measires concerring the contract maragerOs
monitoring acfvities Indeed in Municipality A, unlike MunicipalitiesB
and C, serior maragersdid not needto became involved in day-to-day
contract maragemenN they had sufficient informaion from the
maragemert control proces to meettheir maragerial need. The only
missing ingredent was quality, for which the contract marager updated
themon areqularbags.

As noted earler, it is diffi cult to include both quality measires and
measiresof social indicabrsin a contract Nevertheless, both are part of
a municipalityOsregonsibility. Thus, inclusion of these measiresin a
municipalityOsmaragemert control process is essertial. There are also
proces measires connected to the monitoring actvities of the
municipalityOs contract marager that can be included in the
municipalityOsnaragemert control process, but only Municipality A had



developed anindicabr N number of inspecionsN that wasrelated to the
contractmaragerOsnonitoring actvities

CONCLUSIONS

The informaton from our literaure review, juxtaposed with the data
from our threecas studies suggeds that marag ng high-risk outsourcing
requires a municipality to focus on operaional performarce
measiremert, engage in ongoing communicaton and cooperation with
the verdor, and dewelop linkages to its maragemert control proces.
More gererally, as Figure 5 indicates the effeciveness of a high-risk
outsourcing contract is highes when there are (a) a set of multiple
performarce measiresthat focus mainly on reallts, (b) awell-edalished
proces for communication and cooperaton that fills the inevitade gaps
in ary high-risk contract and (c) a mamagemert control proces the
includes quality measires outcome measrres and proces measires
concerring both the verdorOsreailts and the contract maragerOs
activities All threeexistedin Municipality A, and none were pre<ert in
Municipality C. Indeed the absernce of thes elements in Municipality C
hadledto a situation in which the verdorOsffectiveness had dropped to
a point where it was necesary for elecied officials to engage in
emeagercy problem solving due to vociferous complaints by the
citizerry. In effect, Municipality C wasattemping to marage a high risk
outsourcing activity asthough the service could be purchased on the spot
market. Nothing could be more misguided

FIGURE 5
The ThreeKey Processesof Managing Outsourced Services
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In short, when a municipality engagesin high-risk outsourcing and
wishesto assure its citizers that the savings realzedfrom the outsourced
activity arenot mathed by areduction in service quality and features it
must begn to develop an appropriate set of outsourcing maragemert
activities The existing literaure, coupled with our field studies suggeds
that the three key acftivities are operational performance measiremert,
ongoing communicaton and cooperaion, and linkages to the
maragemert control process. Giventhat many outsourcing arrargemerts
areof ahigh-risk nature, a municipality must focus on these acivitiesif
it wishesto assureits citizers of effective servicesat area®nahle cost.

NOTES

1. These examples assess the risk level of outsourced municipal servicesin the
United States. Since the levels of the three dimensions can vary depending
on the local context, the examples will not necessarily be the same for other
countries

2. Precke performarce measiremert was not possible due to the lack
of two of the four elemerns identified by Zacchea (2003) ard the
U.S. Gereral Accaunting Office (2002): linkages to the quality
assurance plan ard a set of positive and negative incertivesbasdon
keyreallts.



REFERENCES

Anthony, R. N. & Young, D. W. (2003). Managenent Control in
Nonprofit Organizations (7" ed.). New York: McGraw-Hill Irwin.

Antonioli, B., Fazpli, R., & Tiraao, L. (2000). Q_a Struttura Dei Costi
Per Il Servizio Di Raaodta E Smaltimerto Dei Rifiuti In ltalia
UnGralisi Econometia (working Paper No. 5). Bologna, Italy:
Laboratorio Servizi Pubblici Locali, Nomisma

Bemn, R. D., & Kar, P. A. (1999). Cstrategesfor Avoiding the Pitfalls
of Perfformarce Contracting.O Public Productivity & Management
Review, 22 (4): 470-489.

Darwin, J., Duberley, J., & Johnson, P. (2000). C‘Dontracﬁng in Ten
English Local Authorities Preferencesand PracticesOlnternational
Journal of Public Sector Management, 13 (1): 38-57.

De Bruijn, H. (2002). Managing Performance in the Public Secfbor.
London, UK: Routledge.

Departmert of the Environmert (1993). Guidance on the Conduct of
CTT BCircular 10/93. London, UK: Author.

Demsetz, H. (1968). QVhy Regulate Utilities?0 Journal of Law and
Economics, 11: 55-65.

Domberger, S. (1998). The Contracting Organization. A Srategc Guide
to Outsourcing. Oxford, UK: Oxford Universty Press.

Gordon, S. (2001). Performance-Based Contracting. Washington, DC.:
Intermational City/County Manmagemert Association.

Hammer M, & Champy J. (1993). Reergineeling the Corporation: A
Manifedo for Business Revdution. New York: Hamper Callins.

Hart, O., SHeifer, A., & Vishny, R. W. (1997). Orhe Praper Scqpe of
Governmert: Theay and Applicaton to Prisons.OQuarterly Journal
of Economics, 112 (4): 1127-1161.

Hatry, H. P. (1999). Performance Measuremnern: Getling Reallts.
Washington, DC: Urban|nstitute Press.

Hood, C. (1991). QA Public Managemert for All Seasns?0 Public
Administration, 69 (1): 3-19.

Hood, C. (1995). Ohe QNew Public MaragemertOin the 1980s:
Variations on a ThemeDAccounting Organization and Society, 20 (2-
3): 93-1009.



Industry Commission (1996). Competitive Terdering and Contracting by
Public Secor Agercies (Report no. 48). Melbourne, Australia: Agps
Is it Australian Government Publishing Senice€0?

Kettl, D. F. (1993). Sharing Power: Public Governance and Private
Markets. Washington, DC: The Brookings Institution.

Kettner, P. M., & Martin, L. L. (1985). Qssuesin the Developmert of
Monitoring Systems for Puchase of Senice Contracing.O
Administration in Social Work, 9 (3): 69-82.

Lawrerce, P.R., & Lorsch J. W. (1967). Organization and Environmert:
Managing Differertiation and Integration. Boston, MA: Division of
Resach, Graduate School of Busines Administration, Harvard
Universty.

MacNeil, I. R. (1974). O'he Mary Futures of Contract.OThe Southern
Californian Law Review ADD Vol. and issue #s. 691-738.

MacNeil, I. R. (1978). GContracts: Adjustmert of Long-Term Economic
Relations under Classical, Neaclassical and Relational Contract
Law.ONorthwegern University Law Review ADD Vol. and issue #s:
854-905.

MacNeil, I. R. (1985). (Relational Contract: What We Do and Do Not
Know.OWisconsin Law Review ADD Vol. and issue #s. 483-525.

Marlin, T. J. (1984). Contracting Municipal Services A Guide for
Purchase from the Private Sector. New York: Council on Municipal
Perfamance.

Martin, L. L. (1999). CPeformarce Contracing: Extending Perfamance
Measiremert to Another Level.O Public Administration Times 22
(1-2): 1-8.

Massaruto, A., & Tabaccq R. (2002). Oll Contratto Di Servizio Nei
Senizi Pubblici Locali: L@woluzione Dedi Strumerti Utilizzai Per
Reglare La Relazione Tra Soggetto Di Domarda E Soggetto Di
OffertaO In S. Vac™ (Ed.), Problemi e Prospettive Dei Serviz
Locali Di Pubblica Utilit"™ in Italia (pp. 213-242). Milaro, ltaly:
FrarcoAngeli Editore.

Nolan B. C. (2001). Ontroduction.OIn Nolan B.C. (Ed.) Public Sector
Reform: An International Perspectve (pp. Xix-xxx). Basgngstoke,
UK: Palgrave.

Oshorne, D., & Gaeber, T. (1992). Reinverting Government: How the
Entreprerewrial Spirit Is Transforming the Public Secor. Readng,
MA: Adison Wedey.



Padbvan, E. (2004). Il Govemo Dei Servizi Pubblici Locali In
Outsourcing. Il Controllo DellOdfcacia. Milaro, Italy: FrarcoAngeli
Editore.

Paster, T. E. (2003). Measuring Performance in Public and Nonprofit
Organizations. SanFrarcisco, CA: Jossey-Bass.

Sawas E. S. (1982). Privatizing the Public Sector: How to Shrink
Governmert. Chatman NJ; ChatmanHouse.

Sawas E. S. (1987). Privatization: The Key to Better Govemmert.
Chatman, NJ; ChatmanHouse.

Sclar, E. (2000). Yau Don't Always Get What You Pay for: The
Economicsof Privatization. Ithaca,NY: Cornell University Pres.

Stake, E. R. (2000). Orhe Ca® Study Method in Social Inquiry.OIn
Gomm, R., Hammerdey, M., & Foster, P. (Eds.), Case Sudy Method
(pp. 19-26). London, UK: Sage.

Quinn, J. B., & Hilmer, F. G. (1994). OStategc Outsourcing.0 Soan
Managemen Review, 35 (4): 43-55.

U.S. Gereral Accaunting Office (2002). Contract Managemert.
Guidance Neededfor Using Performance-Based Service Contracting
(GAO-02-1049). [On-line]. Availade at

www.gao.gov/new.itemgd021049.pdf [Retieved October 1, 2007].

Yin, R. K. (1995). Case Study Research. Desgn and Methods (2™ ed).
London, UK: Sace.

Walsh, K., & Dauvis, H. (1993). Competition and Service: the Impact of
the Local Govemmert Act 1988. London, UK: Departmert of the
Environmert.

Williamsn, O. E. (1975). Markets and Hierarchies Analyss and
Antitrust Implications. New Y ork: Free Pres.

Williamsn, O. E. (1981). or he Economics of Orgarizaion: The
Transaction Cost ApproachOAmerican Journal of Sociology, 87 (3):
548-577.

Zacchea, N. M. (2003). (eveloping a Strategy for Auditing Outsourced
Puwlic Secbr Contracts.O The Journal of Govemment Financial
Management, 52 (4): 30-40.



