[bookmark: _GoBack]First Steps towards Hybrid Forms of Service Provision in Municipalities
Aaltonen, Satu – Lepistö, Tanja – Hytti, Ulla 
ISBE 2018 Conference - Research, policy and practice: Collaboration in a disparate world

Abstract
Topic – In many western countries there is an ongoing move from progressive public administration to new public management (NPM) and currently even further towards new public governance (NPG). NPG entails increasing importance of collaborative networks, more emphasis on the inter-organizational processes and paying more attention on the citizen satisfaction. This transition brings along also more hybrid forms of public service provision, a change in the governance logics as well as the roles of different actors such as states, municipalities, private companies and third sector organisations.
Aim – This paper aims to point out factors supporting and hindering the early stages of a transition towards hybrid forms of service provision and New Public Governance (NPG) in a municipality context.
Methodology – The context of our case study is development projects taking place in two municipalities in Finland. Finland is currently undergoing the largest top-down reform on the regional level administrative structures and practices ever, which offers us a unique platform to study the social processes towards hybridity and NPG.
Contribution – Even if there is a long history of studying hybridization, the focus has seldom been on the process that leads to it. Our focus in this on-going study is in the early phases of this cumbersome process, where both segregating and blending mechanisms operate in tandem and create many kinds of tensions.
Implications for policy and practice – Public governance has been in a continuous flux already some decades in parallel to the increase in austerity talk, consumerism and structural changes in service provision. From a standpoint of entrepreneurship it is important to understand these processes since public governance outcomes and practices are creating the policy context and business opportunities for SMEs and the role of businesses is changing as the process proceeds.
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Introduction

This paper introduces the factors supporting and hindering the early stages of a transition towards hybrid forms of service provision and New Public Governance (NPG) in a municipality context. In many western countries there is an ongoing move from progressive public administration to new public management (NPM) and currently even further towards NPG. NPG entails increasing importance of collaborative networks, more emphasis on the inter-organizational processes and paying more attention on the citizen satisfaction. (Osborne, 2006; Wiesel and Modell, 2014.) 

This transition brings along also more hybrid forms of public service provision, a change in the governance logics as well as the roles of different actors such as states, municipalities, private companies and third sector organisations. Public agencies become increasingly network coordinators instead of service providers. As organisations and institutions with different institutional and – consequently – different governance logics start to act together, the collapse of perceptions on what kind of behaviour is legitimate and what is the goal of activities, some sort of turmoil in social interactions is expected (Fossestøl et al. 2015). 

Public governance, which is creating the policy context and business opportunities of SMEs, has been in a continuous flux already some decades in parallel to the increase in austerity talk, consumerism and structural changes in service provision. From a standpoint of entrepreneurship this is important since public governance outcomes and practices are creating the policy context and business opportunities for SMEs. 

Despite the fact that there is quite a lot of research on hybridization, we believe it is important to focus on the early stages of the process toward hybridization and municipalities’ transformation into service integrators. Denis et al. (2015) call for more attention for studying hybridisation as social interaction process. This paper aims to do that. Previous studies have approached hybridity in public services mainly from four theoretical perspectives: governance theory, institutional theory, actor network theory and identity perspective. In line with the theoretical lenses used, also the level of analysis has varied from structures to institutional dynamics to agency and practice as well as to roles and identity. (Ibid.) Through our study we will contribute to the discussion of public management and the still growing interest for hybridization. 

Our case study is from Finland, which is currently undergoing the largest top-down reform on the regional level administrative structures and practices ever, which offers us a unique platform to study the social processes towards hybridity and NPG. The process entails both the regional government reform and the health and social services reform. A new county level organisational structure will be created, which will affect the roles of the municipalities and the state and reallocate their tasks. The new counties are estimated to begin operating in 2020. However, the relevance of the results will outreach the context of our study, since hybridization processes are ongoing in several western countries simultaneously and a more detailed understanding of hybridisation process is needed.

The paper is structured as follows. Literature section briefly describes the core concepts of the paper: hybridisation and service-dominant logic. The subsequent section explains the case study context, data and methods used. The main findings from the two municipalities are introduced in the Results. Discussion in the end of the paper sums up the findings and discusses the implications of results and avenues for the next phases of this ongoing study.

Literature

Towards new public governance through hybridization

There has been an ongoing transition in the Western economies towards more market oriented way of organizing public services already since the rise of Thatcherism in the UK during the 1980’s. The pace and intensity have varied across societies. (Hood 1995, Belfiore 2004.) Neoliberalism brought along a new paradigm for public administration and management, so called New Public Management (NPM). The emphasis in NPM was in emphasizing input and output control, introducing private sector management practices to public sector and relying on the markets as a way to increase productivity. NPM can be seen as a transition phase between the traditional, bureaucratic Public Administration (PA) towards more pluralistic New Public Governance (NPG). However, the transition is not straightforward or linear. (Osborne, 2006.)

Governance logics is closely related to institutional logics, as Heugens and Otten (2007) point out. When defining (corporate) governance logics, they borrow the definition of institutional logics by Thornton and Ocasio (2008 cited in Thornton et al 2012, 2). Hence, governance logics are “the socially constructed, historical patterns of cultural symbols and material practices, including assumptions, values, and beliefs, by which individuals and organizations provide meaning to their daily activity, organize time and space, and reproduce their lives and experiences”. This perspective helps us to understand how the institutional order, including practices and valuations from which each participant frames and makes sense of the intra and inter-organizational systems around them affects their co-operation. The transition brings along also a change in the roles of different actors such as states, municipalities, private companies or third sector organisations. (Fossestøl 2015.) 

New public governance (NPG) entails the idea that the role of public agencies, such as municipalities, will change. They become increasingly network coordinators and enablers instead of service providers. Also the role of other stakeholders will change. There will be different kind of service providers who cooperate in the service design and production. NPG entails increasing importance of collaborative networks, more emphasis on the inter-organizational processes and paying more attention on the citizen satisfaction. (Osborne, 2006; Wiesel and Modell, 2014.) It has been claimed that as the characteristics of NPG become more prevalent, codesign and coproduction will be best framed as systems, not as networks (Laitinen, Kinder & Stenvall, 2017). 

The process where diverse governance logics of public, private and third sector actors “are integrated into new context-specific configurations of governance practices” is called hybridization (Wisel and Modell, 2014, p. 177). Even if there is a long history of studying hybridization, the focus has seldom been on the process that leads to it (Wiesel and Modell 2014, Denis et al. 2015). Our focus here is in the early phases of this cumbersome process, where both segregating and blending mechanisms operate in tandem and create many kinds of tensions (Haveman & Rao 2006). In addition to different governance logics, the actors may even have conflicting interests or goals (Kickert, Klijn and Koppenjan, 1997; Kurunmäki and Miller, 2011). 

Introducing public service-dominant logic 

In line with New Public Governance paradigm, Osborne, Radnor and Nasi (2012) discuss the public service management and stress the need to focus on the often interorganizational and interactive nature of public services delivery. This means, that when it comes to the efficiency, effectiveness and sustainability of public service organization, they are no longer able to ensure these things on their own. That is because public service organizations are increasingly a part of complex systems of networks of service delivery and therefore they need to discuss and collaborate with many stakeholders; policy makers, other public service organizations, service users and citizens (Osborne, Radnor, Vidal & Kinder, 2015). 

This kind of interdependence and collaboration calls for a shift in thinking. In addition, the importance of distinctiveness of service experience is highlighted more than before and there is a need to reframe the role of consumers of public services as shapers, coproducers and evaluators of service experience (the role is more active than traditionally has been assumed). This kind of shift in thinking could be called public service-dominant logic, and it suggests that instead of introspective, product-dominant perspective (technical criteria and unit-cost related culture still prevalent), there is an evident need to focus more on citizen engagement and user needs (Adams & Thomas, 2012; Olston, Slater & Hult, 2015: Osborne et al., 2012). In their article Osborne et al. (2012) note that because of the distinctive characteristics of public services, the insights of service-dominant logic that originate from private sector cannot be mechanistically transferred to public sector. Appropriately modified they can, however, offer insights for public sector service management, with the focus on key issues: strategic orientation, the role of marketing, coproduction of services and operations management of services. 

Strategic orientation denotes the capacity of public service organization to understand the needs and expectations of citizens and service users – both today and in the future. It is essential to be able to engage the citizens in order to generate information than can be utilized in policy formulation and implementation. In public management theory, there has been discussions about citizen engagement (citizens are both actual and potential service users) and user involvement (service users are also citizens) (e.g. Roberts, 2004; Osborne et al., 2012). In service-dominant approach this kind of dividing does not exist, since emphasis is on engagement with all stakeholders without making the distinction between citizens and consumers. Also the possibilities that for example digital technology provides for strategic positioning - instead of using it only in operational level - are highlighted (Osborne et al., 2012; Rust & Thompson, 2006). 

When discussing marketing public services Osborne et al. (2012) stress the fact that it is not just about selling of public services. Instead they express the need for relationship marketing (RM), which has a focus on relationships building, and trust is at the centre - instead of the traditional and transactional view (Morgan & Hunt, 1994). Trust entails both believing in the honesty of a partner to fulfil their commitment and also genuine interest on welfare of the other actor and joint gains (Grönroos, 1994 & 1999). In line with the NPG, where there is need to negotiate “both plural (involving multiple people) and pluralist (involving multiple actors) in public policy-making and implementation” (Mclaughlin, Osborne & Chew, 2009, 38), the insights from relationship marketing are especially beneficial. RM gives insights about how to build, develop and maintain relationships in three levels: micro level, macro level and meso level. The micro level focuses on the individual coproduction of public services, which takes place between service users and public service organization. The macro level shifts focus on boundaries, both boundary spanning and boundary maintenance and thus collaboration with different stakeholders, organization and industries. At the meso level the public service organizations are actively involved in policy formulation and implementation process (Morgan & Hunt, 1994; McLaughlin et al, 2009; Osborne et al., 2012). 

When looking at coproduction from the service-dominant logic perspective, the traditional picture - where public service officials and organization design and provide the services and the citizens’ demand, consume and evaluate them –changes. The underlining idea is that the production and consumption are not two separate processes, but they occur simultaneously and the customer is always a coproducer. Also coproduction is not something that is added to the service process, but an inherent part of it. Basically this means a shift in thinking, which puts the customer at the heart of the service delivery process. Focusing on customer experiences and interaction can aid the public service organization to gain deeper understanding of the customer, maybe even uncover the tacit knowledge that the customers have. These insights can be used in service development and also in developing the service delivery process (Gallouj, 2002; Osborne et al., 2012). 

The fourth key issue in public services management is the operations management, which can be defined as a function responsible for managing the process of creation of goods and services. It consists of planning, organizing, coordinating, and controlling all the resources needed to produce goods and/or services. Being a management function, operations management entails managing all the resources, both tangible and intangible, needed in service or goods production, including managing knowledge and people. Osborne et al. (2012) discus for example how the principles of lean have been used in improving operation management. These practices have usually been developed and used previously within private organizations and thus the implementation to public services requires adaptation. However, their critique stems from the fact that the practice have primarily resulted improvements in internal processes (increasing efficiency), whereas they should also focus these internal operations to external service delivery (making the public services more effective). Insights from existing literature on managing co-creation of value and coproduction have (e.g. Payne, Storbacka & Frow, 2008), can provide valuable tools for building an understanding of the processes of service providers and customers also in public service context when moving towards hybridization. 

Methodology

Case study context
The context of our study is development projects taking place in two municipalities in Finland. Both of them are located in the Western Finland: one with approximately 3 000 inhabitants (from now on referred to as Municipality A) and the other with approximately 25 000 inhabitants (from now on referred to as Municipality B). This research is a part of a larger development project conducted in the municipalities, focusing on the strengths of the municipalities and the opportunities to maintain and to develop municipality as a good place to live and work. Supporting entrepreneurship is also an important theme, and developing infrastructure, education and leisure services too. Developing these areas also entails mapping the stakeholders that the municipalities have, to develop the collaboration between municipality and its stakeholders (firms, NGOs, development organizations) further, and to engage the citizens into innovating of the municipal services. Basically, the focus of development has been on finding solutions to the challenges facing the municipalities in the near future triggered by the Finnish regional government reform. It is these two development processes that are our units of analysis. The municipalities in question both have development projects focusing on developing the municipalities’ role in networks and more toward service integrators. The simultaneous development processes enable exchange of experiences, learning between these municipality organizations and benchmarking. Essential to both of these processes is the role of experts outside the organization, who have responsibility in facilitation the development process. 

Data and analysis 
The paper utilises a case study approach, since it gives us the best way to form a detailed understanding of the context, of the processes of reconfiguration of service provision, and of individual and collective sensemaking processes taking place during those processes (Yin, 2009). We paid careful attention to the case selection (Eriksson and Kovalainen, 2008), and used purposive sampling strategy (Miles and Huberman, 1994) to select the workshops that offered the best opportunities to study the topics of our interest. Since our main method of collecting data is participatory observation during workshops, this study can be seen as an ethnographic case study (Piekkari, Welch & Paavilainen, 2009). More precisely, our research question is: How different stakeholders in a municipality context envision the future of service provision and their role in it?

As mentioned earlier, the data for this study consists of observational data and field notes from workshops and meetings organized during the development process in two municipalities. We have been following the development process for a year and the process is still ongoing. In this paper we analyse data from seven workshops. Workshops were facilitated by business developers/consultants and the focus and participants varied. We analyse four workshops from Municipality A and three from Municipality B. The workshops had two overall aims: a) to develop collaboration between municipality and other stakeholders, firms and NGOs, to find new ways to support entrepreneurship and to develop the municipality as an attractive place to live in and move to, and b) to develop collaboration, new ways of working and ideation inside the municipality organizations by bringing together municipality officials from different sectors (healthcare, education, technical services, management). All of these workshops will be introduced in detail in findings section. In these two municipalities that we focus on the process towards NPG has just began. We find, that it is important to shed light also to the first phases of the process and pinpoint the possible challenges and conflicts that the process aiming towards service integration and NPG may unearth. 

In the data analysis we have followed recommendations and guidelines by Coffey and Atkinson (1996). We have read and coded the data by looking at the perceptions and ideas of different stakeholders when it comes to ideating service provision and increasing collaboration in public service context. We have endeavoured to let the data speak to us, but have also been guided by the theoretical background and insights it provides. The data has first been analysed by two researchers independently. After we have been discussing and comparing the preliminary findings and looking for themes and insights that can be found in both cases. These themes and findings are then introduced in summary of results and discussed. 

Results 

In this chapter the insight from four workshops organized in the smaller municipality, Municipality A, and three workshops organized in the larger municipality, Municipality B, are discussed in more detail. The overarching idea for the development in these municipalities was twofold: a) to develop the management processes and increase intersectoral co-operation inside the municipality, b) to involve residents and other stakeholders (firms, NGOs) in strategy development and also to process of discovering new ways to collaborate in service development and provision – keeping in mind the challenges that the future holds for the municipality. In the Municipality B they aimed also for implementation of the strategy into the everyday practices of town’s employees. The development themes chosen to be tackled were ambitions with the overall theme being changing the role of the municipality more toward service integrator and enabler than that of a service provider. 

Municipality A
There is a strong sense of independence in the municipality A, and they want to stay independent in the future too even if they are a small municipality. Appealing nature, diverse business structure, many summer residents, sound municipal economy, and the variety of cultural events in summer time, high quality education and good services were identified as the strengths of Municipality A by its council. The biggest challenge of Municipality A is aging of the population. Hence, there is a need to find ways to lure families with children and returnees to move to municipality. 

The objectives of the development project were decided by the management team. It was decided that special focus needs to be on developing inter-sectoral collaboration (between management team, education and technical services) in the municipality organization parallel to discussions with other stakeholders as a part of strategy formulation. We will elaborate the four workshops focusing on these themes in more detail next. 

Organizing two workshops for the stakeholders – with the focus on vitality of the municipality
Some thirty people participated the first workshop with the idea of discussing the business development activities, and possibilities to develop the municipality as a lucrative place to start or continue a business. The participants included people active in NGOs, business owners and political decision makers together with business development experts and municipal officials. According to the participants, there is an exceptionally strong third sector in the municipality and that they are carrying out many development projects was pointed out as an asset for the future. Also a beneficial factor for collaboration is that the municipality was seen as easily accessible, which may not be the case with bigger municipalities with more complex organizations. 

Pull and push factors of Municipality A were discussed. For example, it was pointed out that there is a need to map the opportunities of young people to have a career in the home municipality and to communicate these possibilities to the young. However, the discussion was on a quite general level and it was not decided during the evening, whose responsibility it is to make the ideas to happen. It seemed that the entrepreneurs and business owners saw this as a responsibility of the municipality, or at least they felt that this kind of process should be enabled and facilitated by the municipality. 

In line with creating the possibilities for young people to acquire work in their home municipality, there was discussion about apprenticeship contracts and how they should be in wider use. A recruitment café was introduced as a concrete measure to make sure that people in need of work can meet the potential employers in collaboration between municipality and local firms. The municipality had also begun a close collaboration with local business development organization. One participant expressed high expectations regarding the work of the development organization. On the other hand, there was also a bit sarcastic remark stating that they can now wait for experts to give them guidance and tell how the things ought to be done. Also the ways to promote the municipality as a good place to live and work in were discussed. It was suggested that the tales of success (in various industries) should be communicated and used more. The grammar school has been successful in its marketing activities, since half of the students come from neighbouring municipalities. This number seems to be increasing, and there is need for it to do so, since the amount of children living in the municipality and starting grammar school in declining. 

The discussion in the workshop seemed quite open and people were not afraid so state their opinions. There were ideas presented regarding what should be done, but clear responsibilities were not decided upon. Even though it is a bonus that in small municipality officials are easily accessible and people know each other, it was also stated that the circuits may sometimes be too small to generate really novel ideas. How could those entrepreneurs and firms, who are not that active in participating events or do not belong to entrepreneurship association, be involved also? Based on our results, it is obvious that to be able to get to the phase, when different actors would be co-ideating new services or new ways of service co-production still needs a lot of work and is a long process. But never the less, with the facilitation of the consultants and the process has begun. 

About developing the organization of day care and education – starting from big ideas
The second workshop was organized especially for people working in the municipality’s day care and education sector. The aim of the workshop was to develop the operations of the educational sector. The participants included headmaster of grammar school, headmasters of upper and lower school, day care director, and director of education, four teachers, and a consultant. The workshop began by with the consultant painting the big picture: introducing the idea of merging the lower school and upper school together into one organization. The idea of one big primary school was met with resistance and the teachers and head masters felt that this kind of organizational change would not be right in their municipality for various reasons. They could not see any reason to reorganize for the sake of reorganizing, when things work well as they are. They wanted rather to improve the existing organizations and their processes. 

Instead of focusing on the big picture, the discussion moved on to developing and increasing the collaboration between lower school, upper school and day care. It became clear, that the participants did not really have any forum, where they could exchange ideas and discuss current topics. The grammar school, lower school and upper school are located quite close to another, but there is no space for informal communication. Of course there are meetings, for example during the process of developing curricula, but in addition to that the personnel of different schools have not mingled that much. As a concrete step to increase collaboration and idea generation, monthly meeting were decided upon. The director of education will invite everyone to a meeting once in a month. And since the official responsible in developing leisure activities is closely linked to education, he will also be attending the meetings. 

Quite a lot of time was used for discussing the challenges that education sector faces and also the ideas about the future. The participants stressed that personnel is very committed and the collaboration with neighbouring municipalities works well in their sector. The commitment became evident also in the way the participants talked about the pupils. It seems that the headmasters are not ready to delegate as much as they should, instead they feel that they need to hold the reins. Working together with active third sector, for example organizing different kinds of clubs for children and young people, was seen as a strength. They also talked about the grammar school, to which half of the student come from other municipalities. This is partly due to the fact that lots of effort has been put to educating and caring for the children with special needs to prevent exclusion, starting from day care and continuing to primary school (involving the parents too). The social problems that the families may have also reflect the work of teachers, and headmasters. The question then arouse, that how much this affects the learning of those children who do not have special needs?

All in all, it came evident that the participants felt that the political decision makers are nor familiar with the concrete challenges and boundary conditions practitioners are faced with. The old culture where people are not used to sharing things and collaborating still affects the processes. The participants seem to expect the manager of education to work as a bridge builder between political decision makers and practitioners. 

Increasing collaboration between different sectors - workshop for executive team and managers from technical services, day care and education
In addition to executive team, people in managerial positions in technical service, day care and education participated this workshop. There were altogether 14 participants. The idea was to introduce the development process towards increased collaboration to the managers and to discuss ways to increased inter-sectoral co-development and collaboration between education and technical sector. The education sector is naturally a very important internal customer to technical services, taking care of the infrastructure, building and arenas for leisure activities in the municipality. During the workshop each group of managers conducted a SWOT analysis focusing on their own sector. The task for executive team was a bit more challenging. They conducted two SWOT analysis, and looked at both technical sector and education sector, and described how these sectors seem to be doing from the perspective of executive team. Each SWOT analysis was then introduced to other participants.

Although the executive team was well aware of the strengths of the education sector (e.g. committed personnel, good resource base at the moment) and opportunities (to make the grammar school even more attractive to students outside the municipality by developing focus areas and international partnerships) it became evident during the discussion that they were not aware of how much day care and education sectors need to focus and direct resources to families and students with special needs. Also the managers from education sector felt that their opinions and ideas had not been included in the strategy work enough. They felt that their sector should have had even more eminent role in the strategy work, since after the health care and regional reform, education sector will be the largest sector in municipalities. 

The participants saw that the political decision makers and executive team will have an increasing role to develop the collaboration with region. But since the reform is not complete yet, it seemed difficult to pinpoint concrete tools and procedures for increasing collaboration. One concrete consequence of the health care reform will be, that many properties previously used by health care remain empty. Collaboration is needed to ideate new use for these premises. The workshop revealed also, that there is a lack of arenas where people from technical services can meet and discuss with people from day care and education. This workshop was seen to serve as a platform, and maybe this was ultimately the most important result, to bring people together to exchange ideas and get insights about the challenges that other sector faces. Interestingly, people from both education sector and technical services stressed the importance to develop ways and processes through which the ideas from residents could be better heard than before, but the discussion did not reach the point, where concrete tools for this would have been identified. 

Focusing on developing the operation of executive team
The mayor, director of education, development manager, administration manager and technical director participated this workshop facilitate by two consultants. The focus of the workshop was to develop the operation and working process of executive team. Another important subject was to discuss the collaboration between stakeholders of the municipality. The consultants had coined a table depicting the stakeholder and the nature of relationship between municipality and each of them (eg. ownerships, contracts, collaboration, informal collaboration, and partnerships). This framework or table was then supplemented based on the discussion during workshop. It became evident that as a small municipality, municipality A already is quite well networked and many services for the residents are already organized through partnerships. The next step, would be to find the opportunities where this small municipality could become the integrator, could have a more prominent role. However, this time the discussion did not extend beyond describing the current state of collaboration. 

Each member of the executive team had filled an electric questionnaire focusing on the operation of executive team. Interestingly, even though the executive team consist of only five members, an electronic questionnaire was used. This may be in order to retain anonymity in expressing ones opinions and experiences. Overall, the executive team was seen to function quite well. This being a small municipality, the members of the executive team have a double role. They work simultaneously on operational and strategic level. This means that sometimes the discussion may be more on the operational level and may focus on micro management, instead of focusing on the main duties and responsibilities of the executive team. The members felt, that prior the focus has been largely on economic issues and infrastructure. Now they agreed, that in the future more attention should be paid on wellbeing of the residents and discovering and developing new ways to both maintain and improve that. 

Even though the aim of the development process is to develop the role of a municipality increasingly towards service integrator and find new areas for co-development and collaboration between the stakeholders with the idea of improving wellbeing of the residents, the residents do not seem to have prominent role in the process. There has been few opening to involve the residents, for example livestreaming the meeting of municipal council, use of mobile game to collect development ideas from residents and “mystery box”, where residents have been invited to bring stories, items or memories that capture the essence of the municipality A or what it is like to live in the municipality. The mystery box is then opened by a well-known member of the community during Facebook livestream. These tools have been welcomed and the residents have been quite active, but to take the next step and involve the residents more concretely to developing services and possibly even to providing services is a long process. 

Municipality B

Municipality B is a rural municipality, which has emerged from eight municipalities through municipal mergers over the last 35 years. One can imagine this to have an impact on identity issues, governance practices and trust between local civil servants and inhabitants. The latest mergers have taken place five and nine years ago, so many present civil servants have worked previously for the preceding municipalities. Therefore, the old service cultures, practices and skills follow from the old organisations to the new one. Municipality is located close to one of the largest cities in Finland, which offers it many opportunities to lure new businesses and inhabitants. Even if the town has identified these opportunities, it is still a bit unclear, how to make most of them. Long distances between population centres and the scatteredness of public services are characteristic for Municipality B as well. 

Developing public services with local businesses
Workshop 1 for local businesses and municipal’s business service providers was organised to get ideas for the development of the business service provision. There were six local business owners, four civil servants, a consultant and a researcher. One of the business owners was also a representative of local entrepreneurs’ association. The aim of the workshop was to elaborate the topics that had been raised in a previous workshop. There were four main topics: (1) how to encourage more people to become entrepreneurs, (2) how the town can help the companies to grow, (3) how to lure new, already operating businesses to the area, and (4) how to support succession processes when the owners retire. 

The main concerns among the civil servants were, how to ensure that also those still ignorant of services will be reached. Also the ways to lure new business to the area were discussed. The business-owners called for more concrete and hands-on services, as well as more information on the services that are available. Whole time the discussions handled mostly on what the municipality can do for the businesses, rather than what all these stakeholders can jointly do in order to improve the business environment in the area. 

How to implement town strategy into practice?
In the Workshop 2 middle and top managers of the municipality worked on the ways to put town’s new strategy into practice in their own unit. There were around 40 attendees from top and middle management in the workshop and a facilitator from a consultancy. Before the workshop they wrote anonymously (online), what the three recently fixed strategic pillars/values of the town: (1) Bold realism, (2) Skilful renewal, (3) Strength from co-operation mean to them. This was continued in the workshop by inviting the participants to lay out their ideas on how the strategic pillars will be transformed into practical deeds inside the organisation and in the customer interactions. This was done online, and followed by an opportunity to ‘vote’ the ideas displayed on the screen. The attendees were also re-arranged into four groups based on their organisational sector: social and health care, education, technical services and joint services (e.g. internal services such as HR and legal services and external services such as planning unit). The groups were working on the megatrends (such as climate change, ageing of population, digitalisation, etc.) and how they perceived those to effect the service needs and service provision in their sector. 

Three interesting observations can be made from the workshop 2. First, even if the starting point of the workshop were the new value statements of the municipality, and in the pre-assignment many people wrote about co-operation between public agencies, private sector and NGOs, the co-production of the services was quite absent from the outputs of workshop. This was perhaps partly due to the phrasing of the assignments, which emphasised more inter-organisational practices and service provider – customer relationship than intra-organisational networking. However, it can also indicate that those issues are not ‘first in their mind’. Another observation we made was that when people were voting for the best ideas for putting the values into practice, the statements that emphasised minimising of internal competition, breaking the silos, creating team spirit and taking responsibility of the customer’s service path were most popular. These might indicate that there are some minor problems to solve in these areas within the municipality organisation. Third observation worth pointing out is that so called megatrends were perceived to affect differently in different service sectors by the workshop attendees.

Who are the customers of our services?
Workshop 3 was a continuation of workshop 2. The target group was identical, and most of the attendees were the same. The topic of the workshop was clientele of the municipality, both internal and external. There were two main parts in the workshop. First, the sector based groups listed ten main values that guide their customer service. Then they discussed what their customer understanding is based on, how do they listen to their customers, and how do they get feedback on the customer needs and satisfaction. The group works were presented and commented jointly. 

The values behind service provision varied across sectors. The target group of the services has a strong effect on the principles that govern the service provision. For example, educational sector, which considers the children and youngsters as their primary customers, has quite different principles than technical sector. One example of the differences is ‘presence’ and ‘respect’ that are in the list of educators, but not in the list of technical services. On the other hand, technical services have principles such as ‘reaction time’, which are not regarded relevant in the educational sector. There are also many similarities across different sectors. Transparency of the services and impartiality were named in three groups out of five. Also social and health care sector and technical services both emphasised speediness of services. Laws and regulations are mentioned only in the list of educational sector, even if they most definitely steer the service delivery of all sectors. 

Social and health care build their customer understanding on customer satisfaction surveys, feedback forms, measurements, register data and statistics, which resemble the logics of NPM, whereas using experts by experience, organising events between service providers and users, and being more present in the service delivery situations resemble the logics of NPG. However, in Municipality B there is still a long way to go towards joint activities to create and deliver new service systems in the spirit of NPG.

Summary of the findings 

In Table 1 we present the key ideas from our two cases. We have organized them under the themes of culture, strategic orientation, marketing, coproduction and operations management (revised from the public service-dominant-logic the themes, see Osborne et al., 2012). 

Table 1.	Findings of the study according to public service-dominant-logic the themes

	Theme
	Examples from our cases

	Culture
	· Traditionally the different sectors have been operating quite independently. There is need to develop more both informal and formal platforms for discussion and ideation in order to increase collaboration

	Strategic orientation
	· It takes time and maturation to learn to see the actors of civic society also as partners instead of objects of governance or as customers/clients

	Marketing
	· In the changing situation it is important to build relationships instead of focusing extensively on communicating what kind of services the municipality has to offer. There is a need to include stories of success and experiences of customers to a) involve the citizens and other actors more and b) to be able to increase the visibility of a municipality in the media

	Coproduction
	· Actors have different roles and levels of commitment/involvement: citizens and other stakeholders can be objects or active subjects of service provision or something in between. 
· Individual persons or groups can act as intermediaries or gate keepers between different stakeholders. Different actors hold different amount of power in the network.

	Operations management
	· Places (time/space) for strategic thinking is needed. 
· Facilitation of the process is essential, however one must remember that facilitator affects the process (positively or negatively)
· Internal boundaries between internal silos must be broken before the organization is ready for intraorganisational co-creation.
· Concrete procedures needed.

	
	



It seems that the stakeholders place quite a lot of expectations on municipality even if they jointly invent changes to service provision. Entrepreneurs and third sector organizations seem to think that the municipality has to take responsibility of the development. Involving stakeholders more widely was perceived as a challenge as well. There were discussions about, how it is always the same actors or people participating the events and being active in different associations. 

When it comes to culture, different sectors in both municipalities have been quite independent, and there has not been formal or informal platforms for exchange of ideas or experiences. We argue that the inner silos need to be broken first in order to proceed towards hybridization. In fact, these workshops were seen as valuable platforms for discussion. The importance of facilitation of discussions needs to be highlighted. Facilitation however affects the topics that are discussed and sometimes this may restrict thinking. In small organizations there can be persons who cat act as bridge builders or gate keepers, and thus either have a prominent role in supporting inter-sectoral collaboration or hindering it. 

Discussion

In this study we have explored two development processes in Finnish municipalities aiming; firstly, to develop the management processes in order to engage the management team into ideating concrete ways to develop the vitality of the municipality in the changing situation, and secondly to involve residents and other stakeholders in strategy development and also in the process of discovering new ways to collaborate in service development and provision. Through our on-going study we provide insights of the early stages of the process towards hybridization and of a municipality’s route towards the role of service integrator. We aim to identify factors supporting and hindering the early stages of a transition towards New Public Governance (NPG).

Preliminary results of the study show that the integration and negotiation processes between actors with different governance logics and re-evolvement of their roles towards more hybrid-like model require time and explicit facilitation. A goal must be defined and expressed, but here also needs to be possibilities for stakeholders to innovate and participate in order to recognize and to be able to realize the benefits that can be reached through collaboration. Even then, the move from NPM towards NPGs is hardly a linear process (Osborne, 2010). Also the change is inherently rooted to culture and context (Pollitt, 2008), and this in turn requires facilitation.  

Based on our study we would like to highlight the importance of first overcoming intra-organisational boundaries and of finding ways to increase collaboration, to merge governance logics as well as the goals and interests inside the municipality organization itself, before focusing extensively on finding new forms of collaboration with other stakeholders. In municipal organization the different functions have traditionally been operating quite independently, ending up creating sort of organisational silos and silo mentality among employees. Therefore, the identities of the municipality employees may cause challenges for hybridization process through resistance to change in the intra-organisational context - not to mention the inter-organisational context. 

On the other hand, our results demonstrate barriers to co-production among private actors as well. The development processes were able to successfully engage firms, NGOs and even citizens to give new ideas (e.g. through e-platforms such as mobile games). Much more challenging was to encourage stakeholders to take the next step and become concretely involved in service development and provision. For businesses, civic society actors and citizens to do that, the prerequisite seems to be that they need to see how a change in their role would actually benefit them. 

Tensions between actors can be recognized. For example, there were some trust issues between the local businesses and the public authorities. The entrepreneurs expressed doubts about the competences of the municipality in providing business support and understanding entrepreneurs’ needs (e.g. are the services concrete enough?; and can the business advisors understand the business world since they do not have any business experience themselves?).

Based on our findings we could argue that especially when talking about the needs of the customer or needs of the citizens the NPM thinking is still prevalent. Even though the ideas and feedback from the citizens is collected, they have not been invited into workshops or events focusing on service development and ideation.

Even though we found many hindrances on the path towards NPG, these development processes have had many positive effects in the municipalities involved. The voice of entrepreneurs and NGOs has been heard and it has had a direct impact on the strategic choices of the municipalities. As a side effect of the project, more attention has been paid to citizens’ ideas and wants. In municipality A the ideas for development have however been collected via mobile game, and experiences of that have been promising. The aim of mobile game and ‘Mystery box’ was to increase the community feeling and engage the residents to develop their own environment. Live streaming of the council meetings has brought the politics closer to the citizens.

In the next phase of the study we will deepen our understanding of the barriers and enables of joint service development and the reasons behind them by conducting additional interview with the municipality actors and relevant stakeholders.
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