Essays on Mixed Service Delivery
Concurrent Sourcing in the Public Sector
Stine Munk Poulsen

A PhD thesis submitted to
School of Business and Social Sciences, Aarhus University,
in partial fulfilment of the requirements of
the PhD degree in
Economics and Business Economics

January 2019
<

Preface
This thesis was written in the period September 2014 – January 2019 during my studies at the
Department of Economics and Business Economics at Aarhus University and during my research visit
at the John Glenn School of Public Affairs, Ohio State University. I would like to thank both institutions
for offering me the chance to work on my project in their research environments. I am grateful for the
Department of Economics and Business Economics’ financial support for my participation in courses,
workshops, and conferences in Denmark and abroad. I deeply appreciate the travel grant I received
from Aage og Ylva Nimb’s fund that helped finance my stay at Ohio State University. There are several
people I would like to thank for their help, support, and contribution to my work. All remaining errors
are of course my own.
I am very grateful to my two supervisors, Niels Peter Mols and Jesper Rosenberg Hansen for
their valuable guidance and support throughout my studies and for encouraging me to write a PhD. I
have been so fortunate to have supervisors with an in-depth knowledge about my research area. Niels
Peter is one of the pioneers and most productive researchers within the field of concurrent sourcing,
while Jesper has expertise in public sector management and has previously studied concurrent sourcing
in the public sector. Their combined expertise has guided me in identifying my contributions to the
literature on mixed service delivery. I would like to thank Niels Peter for always having an open mind
for new research ideas and an open door, ready to give advice. I am also indebted to Jesper for gently
pushing my research into the field of public administration, co-authoring my first paper, and his caring
being.
I was very fortunate to visit Ohio State University. My visit would not have been possible
without Amanda Girth and Trevor Brown who gave me the opportunity to visit them at John Glenn’s
School of Public Affairs. I deeply appreciate how Amanda and Trevor welcomed my family and me in
Columbus and how they took the time to discuss and give comments on some of my work. I am
especially indebted to Amanda who gave invaluable advice on how to take care of a six-month old
baby the American way. I would also like to thank the rest of the faculty I met at John Glenn’s School
of Public Affairs for inspiring talks and presentations.
Even before I started as a PhD student, Jesper Wulff provided me with excellent guidance on
what to expect from academia and how to get accepted for the PhD programme. During my time in the
department, both Jesper and Karina Skovvang Christensen have provided me with invaluable advice
on all sorts of academic matters, and when necessary, listened to my frustrations. I am grateful for the
great talks, guidance, and support along the way. During my studies, I had the chance to become
affiliated with the Research Centre on Public-Private Collaboration (Center for Forskning i OffentligPrivat Samspil). I am very thankful to the centre management for the opportunity to learn from and be
inspired by the participating researchers, and I have received valuable feedback on some of my work
in this forum. I would like to thank Thomas Stephansen for proofreading all my work, always fast and

1

thoroughly. I also appreciate the help and morale support from Christel Brajkovic Mortensen. I would
also like to thank Pernilla, Daniel, and Rune for many good times.
I would like to thank my family, my mom, dad, and sisters, for all the support over the years and
my family-in-law for their profound interest in my project. I am indebted to my mom and my motherin-law who have taken time of work several times during the last year to offer their assistance and
babysit during the most stressful times and when I have been away for conferences. Most of all, I owe
the deepest thanks to my fiancée Bjarke and my son Eskild. To Eskild for continuously reminding me
that even though my dissertation has been important to me, other things in life are more important. To
Bjarke for all his support throughout this endeavour. I have the deepest admiration for how he, without
hesitation, agreed to spend his paternity leave as probably the only stay-at-home dad in Columbus
during my research stay in Ohio. I am grateful for how he has put up with my frustrations, travels, and
late nights in front of the computer, and how he has made the sometimes lonesome life of academia
much less lonely.
Finally, I am indebted to the people who agreed to participate in my research or lead me to others
relevant to include in my studies. For obvious reasons, without you there would not be a dissertation
at all.

Stine Munk Poulsen, Aarhus University, January 2019
Amended preface
The pre-defence was held on March 26, 2019. I would like to sincerely thank the members of the
assessment committee, Ole Helby Petersen, Aoife McDermott, and Anders Ryom Villadsen (chair),
for their careful reading of this dissertation and their many insightful comments and suggestions. Many
of the suggestions have been incorporated in the dissertation.

Stine Munk Poulsen, Aarhus University, August 2019

2

Contents
Preface .................................................................................................................................................... 1
Introduction and summary ...................................................................................................................... 5
CHAPTER 1 Contracting to improve public service provision: A typology for concurrent sourcing
strategies ............................................................................................................................................... 57
CHAPTER 2 Barriers to efficiency and knowledge sharing: Analyzing private suppliers in mixed
service delivery ..................................................................................................................................... 85
CHAPTER 3 Strategies for cross-sectoral knowledge sharing: A multiple case study of mixed
service delivery ................................................................................................................................... 129

3

4

Introduction and summary
This dissertation seeks to shed light on questions in the field of mixed service delivery. Mixed service
delivery is when public and private providers deliver the same service within the same local
jurisdiction, meaning that the entire service production is split between public and private providers.
In three self-contained papers, I deal with various aspects of this type of service delivery system. The
overall theme in the following chapters is two synergy effects in terms of efficiency and knowledge
sharing coming from mixed service delivery. The first chapter builds a theoretical model for how
efficiency and knowledge synergies from mixed service delivery happen, depending on the share of
the service delivery that is undertaken by external providers. The second chapter is an exploratory study
of the private providers’ experience in being part of a mixed service delivery system. The third chapter
investigates if and how knowledge sharing takes place in a mixed service delivery context. The two
empirical chapters investigate mixed service delivery in the setting of nursing home care.
Overall, the dissertation contributes to the literature on mixed service delivery in three ways:
First, it proposes that not one, but several distinct concurrent sourcing strategies exist. Secondly, the
private provider’s perspective is included in the empirical analysis of mixed service delivery. An aspect
that is often forgotten in the literature. Third, the dissertation investigates the efficiency and knowledge
sharing effects from mixed service delivery and the underlying dynamics in this type of delivery
system. The entire delivery system with all participating parties is studied which is rarely done in the
mixed service delivery literature. Moreover, with its qualitative studies the dissertation contributes with
important new insights, as there has been a call for more qualitative research to understand better the
phenomenon of concurrent sourcing (Krzeminska, Hoetker, and Mellewigt, 2013).
This introduction serves to provide some background for the subsequent chapters. That being
said, the chapters are all “stand-alone” papers, meaning that each can be read independently of the
others or this introduction. What ties the chapters together is the focus on mixed service delivery and
the expected efficiency and knowledge effects coming from this type of service delivery. In the
remainder of the introduction, I will provide an overview of the general concurrent sourcing literature
and the special conditions for mixed service delivery in a public context and then introduce the
methodology used for the empirical chapters. After a short presentation of the three chapters and their
main contribution to the field of mixed service delivery, the dissertation’s limitations and suggestions
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for future research are put forward. A Danish summary of the dissertation can be found at the end of
this introduction.

Introduction to concurrent sourcing literature
The literature on mixed service delivery, that is, concurrent sourcing in a public setting, is deeply
inspired by the research done in the private sector on concurrent sourcing. For this reason, the starting
point for the introduction will be the concurrent sourcing research done in the private sector. Afterward,
characteristics and explanations only relevant in the public sector will be discussed. There are many
theoretical explanations for applying a concurrent sourcing strategy, and research based on classical
theories of the firm such as transactions cost economics, resource-based theory, and agency theory has
attempted to explain the phenomenon of making and buying the same good simultaneously. Already
in Adelman’s seminal paper (1949) about the relationship between the large firm and its suppliers is
the option of partial integration mentioned. Partial integration gives the firm increased knowledge
about the supplier’s costs and subsequently the potential price reductions. If the suppliers refuse to cut
prices, the firm has sufficient knowledge to expand its own production.
Ever since Adelman’s first description of concurrent sourcing, the research on plural governance
has happened in waves. First in the 1980’s (Porter, 1980; Harrigan, 1983; Bradach and Eccles, 1989)
and since the millennium, interest has been rising again (He and Nickerson, 2006; Parmigiani, 2007;
Mols, 2010). Therefore, the research on concurrent sourcing is simultaneously a young and old research
field. The existing explanations for plural governance are, however, “both disperse and very
incomplete, which is not to say that they are irrelevant” (Ménard, 2013, 125). Heide continues:
”Notably, although plural forms are integral and permanent parts of many firms’ strategies, they are
not well documented from a theoretical standpoint. … the plural forms phenomenon has generated
little empirical research.” (2003, 18). This introduction to concurrent sourcing literature sets out by
defining what concurrent sourcing is, I then review theoretical explanations for using a concurrent
sourcing strategy. Following that, essential topics for understanding concurrent sourcing in the public
sector are reviewed, and finally I highlight gaps in the present literature.
Defining concurrent sourcing
Partly due to different theoretical perspectives, the definition of concurrent sourcing differs in the
literature (Krzeminska et al., 2013). The definition applied in the dissertation follows Bradach and
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Eccles’ (1989) definition of plural forms as “distinct organizational control mechanisms operating
simultaneously for the same function by the same firm” (p. 113). In the dissertation, the focus is limited
to service provision, i.e., analysis of decisions regarding contracting out. In a public sector setting, a
more accurate definition is that the public and private providers must deliver the same service within
the same local jurisdiction in the service provision (Miranda and Lerner, 1995). Brown, Potoski, and
Van Slyke’s (2015) investigate local governments’ use of mixed service delivery and define mixed
service delivery more broadly as “an alternative that combines elements of both direct and contract
delivery. Under mixed delivery, the financing, production, and management can be split or shared
between the government and a partner organization, such as a government, non-profit, or private firm”
(p. 4).
Since many theoretical explanations for concurrent sourcing exist, claiming many distinct effects
from the sourcing strategy, it is crucial to be precise in defining what concurrent sourcing is and is not.
Miranda and Lerner’s (1995) definition, the definition used in this dissertation, deviates in several ways
from that of Brown et al.’s (2015) definition. Brown et al. (2015) suggest that a government can act as
a multilateral network coordinator and overseer in a mixed service delivery system. Such a mixed
delivery strategy implies that the public organization performs dissimilar tasks from what the
partnering organizations do. Instead, I take the view that for a mixed service delivery strategy to be
concurrent sourcing, the internal and external providers must do similar tasks, again with reference to
Bradach and Eccles’ “for the same function be the same firm” (1989, p. 113). The similarity issue in
concurrent sourcing will be elaborated further, but first it is important to distinguish between concurrent
sourcing and hybrid forms of governance.
As defined by Williamson (1991), hybrid forms combine features of the hierarchy and market.
To illustrate, I draw on Albalate, Bel, and Fageda’s (2014) investigation of the extent of private
involvement in the European airport industry. The authors consider shared ownership of an airport
between public and private parties to be partial privatization. This is not considered a case of mixed
service delivery given the applied definition in the dissertation. Following Williamson’s terminology,
such an arrangement would be classified as a hybrid form of governance. Similarly, the definition
Brown et al. (2015) put forward entails different delivery arrangements that would be characterized as
hybrid forms, not concurrent sourcing. Public sector literature contains a great deal of research on these
hybrids, e.g., the large literature on public-private partnership (Hodge and Greve, 2007), whereas
7

concurrent sourcing has received less scholarly attention. Brown et al.’s (2015) definition is however
valuable in the sense that it suggests considerable variety in the types of contract, ownership structures,
and division of roles and responsibilities the public sector uses when interacting with the private sector.
Brown et al. (2015) emphasize variation in the type of providers in concurrent sourcing, whereas
Miranda and Lerner only distinguish between public and private providers. The external provider in a
public sector case of concurrent sourcing can be both governmental, nonprofit, or for-profit (Brown et
al., 2015), and there might be a difference in which provider type is chosen for certain services (Bel,
Brown, Warner, 2014; Brown et al., 2015), which I will elaborate on in following sections. Mixed
service delivery by using other public organizations would have been valuable to include in the
dissertation, but was not possible given the empirical setting, nursing home care in Denmark. For
reasons explained later in this introduction, I use the term “private providers” to cover both for-profit
and nonprofit providers.
The similarity issue mentioned above in terms of how similar two services or products have to
be to be considered the same has received some attention in the existing literature. In general, empirical
studies of concurrent sourcing are not very clear in defining what the “same” is. Only Krzeminska
(2008; Krzeminska et al., 2013) and Parmigiani (2003, 2007; Parmigiani and Mitchell; 2009) deal
explicitly with the similarity issue. Similarity is an important topic, since research suggests that various
reasons exist for choosing concurrent sourcing depending on how similar and, in that regard, how
comparable the contracted products or services are (Krzeminska et al., 2013, Parmigiani, 2003). The
requirements of how similar products and services need to be also depend on what type of effects is
wanted from concurrent sourcing. For instance, if knowledge sharing is the primary goal in sourcing
concurrently, it is important that the organizations involved have divergent knowledge. Yet, if
concurrent sourcing is used primarily for benchmarking purposes, it is however important that the
services provided is sufficiently similar in order for comparisons across providers to be meaningful.
The dissertation investigates knowledge sharing effects and benchmarking effects simultaneously,
making it necessary to define the similarity requirement in a way that makes room for both effects to
happen. Accordingly, the internal and external providers have to do the same task. However, they do
not have to perform the task in the same way, meaning that the providers can use different technologies
to perform the task (Krzeminska et al., 2013; Parmigiani, 2007).
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Finally, regulations and citizen rights also affect concurrent sourcing in the public sector.
Whereas concurrent sourcing as ‘make and buy’ is somewhat straightforward in a private sector setting,
where a firm both produces a component, product, or service and buys it from a supplier, the sourcing
decision is more complicated in the public sector in the case of vouchers and free choice schemes. In
the dissertation’s empirical setting, nursing home care in Denmark, use of public and private nursing
homes is not only a sourcing decision. Danish citizens under the Free choice scheme can choose a
nursing home provider without a delivery contract with government authorities. This means that the
amount of private provision of nursing home care is not solely determined by the extent of local
government outsource nursing home care, but also by users’ demand for private nursing home
provision. As local government is still responsible for financing nursing home care, the local
government essentially still buys the service from private providers. The distinction under the Free
choice scheme is that the citizens choose which providers the local government buys the service from.
Free choice schemes are therefore included in the mixed service delivery concept used in the empirical
chapters. I use the term mixed service delivery in the empirical chapters, and not concurrent sourcing
as done in chapter 1, a theoretical paper, for two reasons. First, I want to emphasize that the design of
service delivery system is not a sourcing decision exclusively but also driven by user demands in the
analyzed case setting. Secondly, the sourcing organization is the main object in the existing literature,
whereas I wish to include other aspect in mixed service delivery, and hence look at the phenomenon
as more of a delivery system than a sourcing decision.
Theoretical explanations for concurrent sourcing
After clarifying the definition of concurrent sourcing and mixed service delivery, three theoretical
perspectives on concurrent sourcing are presented. Research on concurrent sourcing is based on many
theoretical foundations, the three most influential are transaction cost economics, agency theory and
resource-based theory (including the knowledge-based view), and the theory sections in the following
chapters draw heavily on all three perspectives. The review begins by exploring transaction cost
economics.
Transaction cost economics
Transaction cost economics is one of the most used theories when explaining organizations’ sourcing
decisions (David and Han, 2004) and is often included in studies of concurrent sourcing (e.g., Brown
et al., 2015; Hansen, Mols, and Villadsen, 2011; He and Nickerson, 2006; Krzeminska et al., 2013;
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Mols, Hansen, and Villadsen, 2012; Schnaider, Ménard, and Saes, 2018). The main claim in the theory
is that the size of the transaction’s cost determines how a transaction is organized (Williamson, 1985).
The organization is perceived as a way to organize and govern transactions, that is, a governance form
(Riordan and Williamson, 1985). Since Williamson does not mention the possibility of plural forms of
governance (Mols, 2010), it is relevant to discuss the theory’s applicability to concurrent sourcing.
Bradach and Eccles (1989) criticize transaction cost economics for focusing too narrowly on an
analytical framework that only differentiates between market and hierarchy and thus ignores the
possibility of making and buying simultaneously. Even though it is debatable whether transaction cost
economics is useful to explain the phenomenon of concurrent sourcing or not (Rindfleisch and Heide,
1997), the theory is the most applied theoretical approach in

concurrent sourcing literature

(Krzeminska, 2008). An illustration of the critique of the theory is He and Nickerson’s (2006) study of
the trucking industry. According to the authors, one of the reasons concurrent sourcing is used is due
to demand uncertainty. In a transaction cost perspective, the explanation for this use of different
governance forms is that the transactions are not similar as the level of uncertainty varies between
transactions (Puranam, Gulati, and Bhattacharya, 2013). According to Williamson the transactions with
the lowest degree of uncertainty should be internalized and the transactions with a higher level of
uncertainty should be governed by the market (Williamson, 1985), which is in line with He and
Nickerson’s (2006) findings. This rejection of concurrent sourcing is described in the literature as
transactional heterogeneity (Puranam et al., 2013) meaning there is an underlying difference between
the internalized transactions and the externalized transactions despite them seeming to be similar.
The core of transaction cost economics is that the chosen governance form is the form that
minimize transactions cost. Ménard (2013) questions if the choice of governance form is always clear.
In situations when transaction costs cannot be identified easily, cannot be measured rigorously, and/or
there is no clear answer with respect to their minimization, it remains undetermined if transactions
should be governed through market, hierarchy, hybrid, or several of the three governance forms.
Finally, Parmigiani (2007) moderates the unit of analysis from being the transaction to be the specific
input. By changing the unit of analyses, concurrent sourcing can be explained by the theory’s
assumptions and core variables without including transactional heterogeneity in the explanation. With
the moderation and the widespread use of transaction cost economics in concurrent sourcing in mind,
it is relevant to examine the theory’s assumptions and core variables further.
10

First, in order to understand transaction cost economics, it is important to understand what a
transaction is. Williamson defines a transaction as: ”A transaction occurs when a good or service is
transferred across a technologically separable interface. One stage of activity terminates and another
begins” (1985, p. 1). This definition implies that transactions are isolated and independent of each other
(Riordan and Williamson, 1985). Transaction cost can then be viewed as the “equivalent of friction in
physical systems” (Williamson, 1985, p. 19). No matter if a transaction takes place inside an
organization or between two organizations, that is, through the market, there will be costs associated
with making the transaction. Transaction costs can be divided into ex ante and ex post costs. The first
type of costs are costs related to preparing and negotiating a contract, and the latter type of costs are
costs of maintaining the chosen form of governance or costs that occur when contractual terms are not
met. When to use the market, the hierarchy or a hybrid between the two is decided by comparing the
transaction costs for the different governance forms (Williamson, 1985, 1991). The size of transaction
costs depends on the frequency of transactions, the level of uncertainty, and asset specificity.
Williamson’s transaction cost theory (1985) assumes that individuals have bounded rationality
and that opportunism will occur. Bounded rationality means that the individual strives to be behave
rationally, but due to cognitive limitations may not act completely rationally. Individuals cannot predict
all potential scenarios when negotiating contracts, which in turns make contracts incomplete. Instead,
ongoing adaptations to contracts are necessary. Williamson defines opportunism as ”self-interest
seeking with guile” (1985, p. 30). Individuals can act opportunistically, but may not necessarily do so.
The problem with opportunism is that it can be very costly to determine whether the counterparty in a
transaction is behaving opportunistically. Combined with the assumption of bounded rationality, there
can be considerable difficulties writing a contract that considers all potential risks related to the
transaction. An important concept in the theory is therefore safeguards. The party who carry the largest
risk in the transaction will implement safeguards to limit a potential loss.
Of Williamson’s three dimensions, transaction-specific assets are the main reason for cost
differences between transactions (Riordan and Williamson, 1985; Noorderhaven, 1996). Asset
specificity describes the extent to which investments made by the organization can be used in relation
to specific transactions. If they can only be used with regards to few transactions, the asset specificity
is high. The core in transaction cost economics is how to protect such transaction-specific assets.
According to the theory, transactions characterized by a high level of asset specificity should be
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internalized, meaning through the hierarchy instead of the market, as there is a risk of opportunism in
external providers’ behavior. Safeguards are especially important in cases of transaction-specific
assets. In concurrent sourcing the internal production can be viewed as a termination safeguard;
External suppliers know that the sourcing organization will terminate the contract in cases of
opportunistic behavior and instead expand its internal production (Mols, 2010). The transactionspecific investments are likely to be useful in the internal production, namely if the internal production
needs to be expanded after termination of the external production. The asset specificity is thus
decreased when investments are useful both in contracting with external providers and in the internal
production. Concurrent sourcing protects transaction-specific assets, and for that reason asset
specificity influences the choice of a concurrent sourcing strategy (Brown et al., 2015). Several studies
in both the public and private sector find that the probability for choosing mixed service delivery
increases when asset specificity increases (Brown et al., 2015; Krzeminska, 2008, Parmigiani, 2007).
However, this is only true to a certain point; according to transaction cost theory, the production should
be internalized if asset specificity is too high (Parmigiani, 2007).
Following asset specificity, uncertainty concerning a transaction is also central in transaction cost
economics. Uncertainty stems from various sources, being either exogenous uncertainty from the
environment or internal uncertainty due to the behavioral assumptions in transaction cost economics.
Williamson (1991) claims that uncertainty coming from the environment, such as volume uncertainty
and technological uncertainty, raises the relative costs of using external suppliers causing the
transactions to be internalized in cases of high uncertainty levels. However, the empirical support for
this is limited. Instead, it seems that transactions with large risk are organized through the market
(David and Han, 2004). Considering concurrent sourcing, the focus has primarily been on internal
uncertainty; due to interaction between the assumptions of bounded rationality and opportunism a
performance ambiguity may be present. Uncertainty about performance means that it is difficult to
assess if the supplier’s performance is good or bad (Williamson, 1985). Such ambiguity increases the
risk of supplier opportunism, which makes it hard to use the market for these transactions. Both for the
internal and external production, it will be costly to monitor the production in cases of performance
uncertainty (Krzeminska et al., 2013). Mols et al. (2012) investigate different measures of supplier
performance and find that concurrent sourcing decreases the negative effects of asset specificity and
performance uncertainty. The results depend, however, on how concurrent sourcing is measured.
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The last of the three dimensions in transaction cost economics is frequency. Transaction
frequency describes the frequency of identical transactions. Compared to the other two dimensions,
asset specificity and uncertainty, the relation between frequency and choice of governance mode has
only been tested empirically to a limited extent (David and Han, 2004), especially in the concurrent
sourcing context. Theoretically, since there are more costs associated with establishing and maintaining
two parallel sourcing systems, it is expected that transactions should happen frequently in order for
concurrent sourcing to be efficient (Krzeminska, 2008; Heide, Kumar, and Wathne, 2014; Williamson,
1985). After this review of transaction cost economics and concurrent sourcing, agency theory and its
relevance for concurrent sourcing is presented.
Agency theory
The principal-agency model is based on the idea that a principal gives an agent tasks to carry out on
the principal’s behalf (Eisenhardt, 1989a). In the context of sourcing decisions, the sourcing
organization is the principal who entrusts the production to an external provider, who by this becomes
the agent. Agency theory assumes that the agent has better knowledge of the task to be carried out but
also diverging goals from the principal. The information asymmetry between principal and agent is a
problem since agency theory, like transaction cost economics, assume opportunism. The asymmetries
exist both ex ante and ex post (Bergen, Dutta, and Walker, 1992). Ex ante information asymmetries
happen before the provider is chosen; the agent has more knowledge about its capabilities than the
principal, e.g., with regards to which quality it can provide (Pratt and Zeckhauser, 1985). The problem
with this type of asymmetric information is caused by hidden information and is particularly important
when it is crucial to get an agent with the right capabilities and it is costly to eliminate the information
asymmetry. On the other hand, ex post information asymmetries concern hidden actions after entering
into a contract. Since the agent is assumed to maximize self-interest, the agent will act opportunistically
when possible. A central issue in agency theory is therefore measurement difficulties, as it can be both
costly and difficult to measure and evaluate the agent’s performance. The lower performance
measurability, the more expensive it will be to monitor the quality of the agent’s tasks, which in turns
can give the agent incentive to provide a lower quality than that agreed upon (Mols, 2010). The
information asymmetry can create problems since the principal has only limited control over the agent
(Isaksson, Blomqvist and Winblad, 2018). The challenge in the relationship between principal and
agent is therefore to ensure that the agent actually does what the principal wants (Isaksson et al., 2018;
Robinson, 2001).
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Concurrent sourcing can be a solution to the challenge with measurability. A combination of
external and internal production gives access to more information and makes is possible to use the
information from one relation to evaluate and control other relationships (Bradach and Eccles, 1989;
Heide, 2003). Internal production gives the organization knowledge on performance measurement and
costs which makes the organization (the principal) capable of monitoring and controlling its external
supplier (the agent). The effect from concurrent sourcing affects both ex ante and ex post information
asymmetries. Walker and Weber (1984) argue that organizations with own production experience have
more information, thus making them better at avoiding opportunistic suppliers. With the in-house
expertise, the organization’s difficulties in measuring performance are decreased. The larger similarity
in the activities in the internal and external production, the easier it is to compare performance across
the internal and external supplier (Bradach, 1997). Performance uncertainty with regards to the external
supplier can be reduced by using concurrent sourcing (Krzeminska et al., 2013).
Increased information is not only beneficial in relation to the external supplier, but also with
regards to the internal supplier, as the internal production’s efficiency can be compared to the market’s
efficiency through the market price. In this way, benchmarking can be used as a part of the sourcing
strategy (Ménard, 2013). In an agency perspective the main advantage from concurrent sourcing is
access to information, both before and after the supplier is chosen. Applying an agency perspective,
Heide (2003) empirically finds that concurrent sourcing is particularly useful in order to reduce
information asymmetries when choosing a supplier. It is particularly important in the public sector
because of the complexity of tasks (Brown, Potoski, and Van Slyke, 2016). Finally, it is more likely
that the supplier perceives the sourcing organization’s monitoring as legitimate when it is based on
insights from the sourcing organization’s own production (Bradach, 1997; Heide et al., 2014).
Resource-based theory
According to the resource-based view, sourcing decisions are determined by the resources and
capabilities possessed by the sourcing organization. In other words, organizations in the same markets
may make different sourcing decisions due to differences in their attributes (Barney, 1991; Wernerfelt,
1984). Choosing what to make and what to buy is closely related to the sourcing organization’s
knowledge base and resources; it is expected that an organization with strong internal capabilities will
produce itself rather than outsource the production to a supplier with inferior capabilities. Cost
advantage can emerge for either the internal or external supplier if inputs require a certain amount of
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expertise to produce efficiently (Parmigiani, 2003). This means that organizations with less developed
competences than their suppliers will be able to buy inputs from suppliers at a lower cost than they can
produce themselves (Mols, 2010). Resources and knowledge that are distant from the core of the
organization should be outsourced since it is difficult to maintain these resources and at the same time
impossible to earn profits from them. In this view, concurrent sourcing offers an opportunity to access
knowledge that the sourcing organization did not possess already (Parmigiani, 2007; Mols, 2010).
If both the organization and the external supplier have large expertise, the organization will
choose to source concurrently in order to learn from the external supplier. On the other hand, if neither
the organization nor the external supplier have sufficient expertise, their resources can be pooled by
using concurrent sourcing, and they can learn from each other (Parmigiani, 2003). The main reason for
organizations not to produce the entire amount necessary themselves is the theoretical assumption of
bounded rationality. This assumption means that it is impossible to maintain all potentially relevant
capabilities internally in the organization while simultaneously managing to use the internal resources
to make profit (Mols, 2010). Concurrent sourcing is thus about expertise and learning, and according
to the resource-based view, knowledge effects occur from concurrent sourcing (Hansen et al., 2011;
Parmigiani, 2007; Porcher, 2016; Puranam et al., 2013). There are two important concepts in relation
to the knowledge effects that will be elaborated on in the following: Absorptive capacity and
technological uncertainty.
When organizations buys from external suppliers, knowledge from the external suppliers also
flow into the organization. Knowledge effects are improvements of the internal production caused by
the knowledge flow (Puranam et al., 2013). Knowledge sharing is also assumed to work in the other
direction and occurs when internal and external knowledge are different from each other. The
collaboration between internal and external suppliers becomes the underlying mechanism that creates
value for the sourcing organization. The existence of collaboration mechanisms between the parties is
crucial for knowledge effects to emerge, since it is challenging to transfer knowledge across
organizations (Rashman, Withers, and Hartley, 2009). Organizations can benefit from internal and
external providers sharing the individually built knowledge on improvements of production processes
and technologies and thus enabling both parties to improve efficiency (Puranam et al., 2013).
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More than having collaboration mechanisms between the organization and the supplier,
knowledge sharing also requires that the various types of knowledge can be used by both parties and
that an absorptive capacity exists in the organization. Knowledge transfer cannot happen without
absorptive capacity. Cohen and Levinthal (1990) define absorptive capacity as “the ability of a firm to
recognize the value of new, external information, assimilate it, and apply it to commercial ends”
(p.128). Put differently, basic knowledge on a topic is needed in order to be able to acquire more
knowledge placed outside the organization. Absorptive capacity is important since internal knowledge
resources become more valuable when they evolve together with other resources. Furthermore, strong
internal capabilities will increase yield from the external knowledge acquired by the organization (Mols
et al., 2012), which means that the absorptive capacity is high. The advantage of concurrent sourcing
is that the size of the accessible resource pool increases while external knowledge is added to the
organization. The external knowledge can be used together with existing internal resources to create
organization-specific capabilities (DeSarbo, Di Benedetto, Song, and Sinha, 2005; Mols, 2010).
Concurrent sourcing thereby enables learning and strengthens the organization’s capabilities. Learning
is especially important when it is difficult to predict technological advances. In that situation,
organizations will, to a particularly high degree, need to collect broad technological knowledge and
have the capacity to understand and respond to the changes that happen in the environment (Cohen and
Leventhal, 1990). The concept of technological uncertainty in relation to environmental changes is
therefore important when explaining why concurrent sourcing is used.
Contrary to what was the case in previous times, when technological change happened at a slow
pace and production processes were well-known and standardized, large-scaled internal production
becomes a problem when technology is changing faster and markets become increasingly specialized
(Powell, 1987). Organizations now need a larger degree of flexibility than before. Technological
uncertainty or technological volatility is closely related to resource-based theory, as frequent changes
in technology necessitate extensive flexibility from the organizations while creating a significant need
to learn, and especially learn fast (Krzeminska et al, 2013). Technological uncertainty occurs when the
future technological development cannot be predicted in advance. In many markets, only one or very
few technological standards survive. Organizations without access to or compatibility with the
dominating technological standard risk being ejected from the market (Krzeminska et al, 2013).
Technological uncertainty thus creates a considerable need for flexibility; organizations need to be
adaptable to technological change when one dominating technology is chosen by the market.
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The reason that the solution to technological uncertainty is not to buy in the market exclusively
to secure the maximal flexibility is that technological uncertainty also necessitates organizational
knowledge on the technological trends in the market (Krzeminska et al., 2013). Without information
on technologies being developed, the flexibility is worthless since the organization must have
knowledge on the trends in order to evaluate competing technologies’ chances of becoming the
dominating standard in the future. The organization therefore needs to balance between maximizing
flexibility and obtaining sufficient knowledge to be able to use the flexibility. Only producing
internally secures the needed absorptive capacity, but missing access to external knowledge. In a
technological complex industry, it is problematic, as the organization cannot possess all relevant
knowledge itself. Complete insourcing also means that flexibility decreases because of bureaucracy
and investments already made which potentially can turn out to be redundant (Krzeminska et al., 2013).
On the other hand, maximal flexibility is secured by buying only from suppliers, but this decreases the
possibility of learning because the organization misses absorptive capacity (Cohen and Levinthal,
1990; Krzeminska et al., 2013). Instead, concurrent sourcing can create knowledge effects and deal
with technological change and uncertainty (Hansen et al., 2011; Krzeminska et al., 2013; Mols, 2010).
The sourcing organization obtains an extended and divers knowledge base and deeper understanding
that makes it able to evaluate and respond to changes (Mols, 2010).
Some of the research within the resource-based view has focused on one resource only; the
organization’s knowledge. Knowledge-based theory examines how the organizations should be
structured in order to solve problems efficiently, for instance in relation to production (Nickerson and
Zenger, 2004). As other theories, the theory assumes bounded rationality and opportunism. Problem
solving happens by generating new valuable knowledge. The choice of governance, either using the
market or the hierarchy, is made depending on the extent to which problems can be decomposed into
minor sub-problems. Problems are simple, if the solution does not, or only to a minor extent, depend
on interaction between different knowledge areas, making it easy to divide the problem into subproblems that can be solved independently from each other. In other words, the simple problem is
decomposable, which makes it efficient to be solved by using the market. However, interaction between
various types of knowledge is needed for solving non-decomposable problems that, at the same time,
cannot be divided into sub-problems (Mols, 2010). Due to opportunism, the sourcing organization and
its supplier(s) do not have incentives to share the necessary knowledge across organizational
boundaries (Nickerson and Zenger, 2004). The missing incentives mean that complex problems cannot
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be solved through the market. Instead, it is more efficient to internalize the process of problem solving
(Mols, 2010). Following knowledge-based theory, the advantage of concurrent sourcing is that efficient
problem solving can happen internally in the organization while exploiting external suppliers’
efficiency. The reason for the parallel system is that external suppliers can produce more efficiently
when the problem is decomposed into smaller parts, but the sourcing organization still needs internal
capabilities to be able to decompose the problem before outsourcing sub-problems. However, the need
for interaction between diverse kinds of knowledge in solving non-decomposable problems may lead
to a larger demand for knowledge sharing between the parties (Mols, 2010). The advantage of
concurrent sourcing in this theoretical view is thus that efficient problem solving takes place within the
organization to decompose problems, and then the supplier’s superior efficiency is exploited. In other
words, the process of handling non-decomposable problems is eased when a part of the production is
internalized (Mols, 2010).
Even though several researchers point to a knowledge effect from concurrent sourcing, mainly
based on a resource-based approach to concurrent sourcing (Krzeminska et al., 2013; Mols, 2010;
Parmigiani, 2007, Parmigiani and Mitchell, 2009; Puranam et al., 2013), in-depth studies of the
knowledge sharing effect are missing in the literature. Public organizations’ internal knowledge affect
whether concurrent sourcing is used or not (Hansen et al., 2011). Prior contracting experience and low
production capabilities increase the likelihood of applying a concurrent sourcing strategy (Porcher,
2016). While the studies that investigate knowledge effects from concurrent sourcing assume that
knowledge transfer is possible (Parmigiani, 2007), these studies do not investigate if and how
knowledge sharing happens, and if not, why it does not happen. The only known fact is that internal
competences are important for the sourcing decision.
Concluding remarks on the theoretical explanations
From the review of the three dominating perspectives on organizations’ boundary decisions, it should
be clear that there exist many reasons for organizations to use concurrent sourcing. There are even
more explanations in a public sector context, which will be outlined in the next section. Puranam, et
al. (2013) build a model to explain the choice of concurrent sourcing based on synergy effects from
having both internal and external production. They argue that the explanations from transaction cost
economics and agency theory constitute an efficiency effect, since efficiency will increase for both the
internal and external supplier under concurrent sourcing. The latter explanation, grounded in resource18

based theory, is the foundation for a knowledge effect from concurrent sourcing, since the internal and
external suppliers can learn from each other. After the review of explanations for concurrent sourcing
in the generic literature on management, I will outline the sector-specific reasons for using mixed
service delivery.
Concurrent sourcing in the public sector
Like in the general management literature, public administration research on sourcing decisions, or
contracting, has mainly focused on the dichotomy of “make or buy” (Brown and Potoski, 2003b; Hefetz
and Warner, 2012). There has been an increasing focus on the solution of “make and buy” in the
contracting literature (Bel et al., 2014; Bell and Rosell; 2016; Brown et al., 2015; Girth, Hefetz,
Johnston, and Warner, 2012; Hansen et al., 2011; Porcher, 2016). The rising focus may be because
studies show that mixed service delivery often occurs in practice (Warner and Hefetz, 2008). The
frequent use of concurrent sourcing in a public sector context may be caused by delivery obligation
concerns. Such concerns make some public organizations reluctant to contract out the entire service
delivery provision (Hefetz, Warner, and Vigoda-Gadot, 2014, Rambøll, 2009). In line with this,
previous research has shown that the explanations for concurrent sourcing in the public sector are not
the same as in the private sector (Hansen et al., 2011). In this section, I review explanations for
concurrent sourcing mainly relevant in a public sector context. I then elaborate on different types of
services and providers.
Reasons for using concurrent sourcing specific to the public sector
There are several reasons for using concurrent sourcing only applicable to public organizations.
Another reason for using mixed service delivery is that extensive outsourcing is argued to hollow out
the public sector (Milward and Provan, 2000; Rhodes, 1994). Public organizations will lose both
capabilities and control over the service production by contracting for the entire amount of service
required (Rhodes, 1994). Concurrent sourcing can be a way to deal with hollowing out, as the public
sector keeps part of the production in-house. The internal service provision secures sufficient internal
capacity within the public organization that makes it easier to revoke the contracting decision at a later
point in time. Such a situation may arise as a result of changes in the markets, the citizens’ preferences,
and service demands (Warner and Hefetz, 2012). This termination safeguard, also mentioned in
transaction cost economics, is crucial in a public context, since the public sector often has obligations
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to deliver certain services to the citizens (Warner and Hefetz, 2012). If private providers fail to deliver,
the public provider secures a fail-safe delivery system (Miranda and Lerner, 1995).
Furthermore, the internal service provision in a mixed service delivery system can act as
additional competition in the market (Brown and Potoski, 2004; Girth et al, 2012; Warner and Hefetz,
2012). This is particularly important in social services that are often characterized by “thin” service
markets, meaning few private providers operate in the markets (Van Slyke, 2003). Moreover, for some
services, competitive markets do not always exist (Warner and Hefetz, 2008; Brown et al., 2015).
While such markets are in their infancy, mixed service delivery may be an attractive service provision
strategy, as the market may not be ready to handle a complete outsourcing. A complete outsourcing in
thin service markets is also associated with more risks than in well-established service markets, and
mixed service delivery mitigates these risks (Girth et al, 2012). While these explanations mostly
support an efficiency approach to mixed service delivery, the knowledge effect from mixed service
delivery may have better conditions in a public context.
There has been an increasing focus on the public-private interaction to insure innovation in public
service production (Brown, Potoski, and Van Slyke, 2006; Edler and Georghiou, 2007; Edler and
Uyarra, 2013). For instance, the rising emphasis on evidence-based performance in social services
creates a need for public organizations to increase their knowledge base (Nutley, Davies, and Smith,
2000). More knowledge sharing between the public and private sector is needed, since the private
sector is presumed to be more innovative in developing new ways of providing the services (Isaksson
et al., 2018). Concurrent sourcing can increase public and private collaboration and knowledge sharing,
and thus create further innovation in both sectors. Opposed to firms that are assumed to have value
appropriation as their main objective, public organizations are assumed to have value creation for the
stakeholders as their main purpose (Hansen and Ferlie, 2016). This means that it is not a problem for
public organizations to share knowledge with private organizations, if it helps the citizens (Rashman
et al., 2009). However, not much is known about the efficiency and knowledge effects from mixed
service delivery. The dissertation attempts to find out more about these effects.
To sum up the most dominant theoretical explanations for applying a concurrent sourcing
strategy in the general management literature and public administration research, table 1 offers an
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Table 1. Existing theoretical explanations for using concurrent sourcing.
Factor
Asset specificity

Uncertainty

Frequency

Information
asymmetries

Knowledge
effects

Source
TCE (Williamson,
1985, 1991; Mols,
2010)
TCE (Williamson,
1985, 1991; Mols and
Ménard, 2014)
TCE (Williamson,
1985, 1991; Mols and
Ménard, 2014)
Agency theory (Heide,
2003, Mols, 2010)

Explanation
Concurrent sourcing is a means to protect transaction-specific
investments. Concurrent sourcing entails a termination
safeguard in case of supplier opportunism.
Concurrent sourcing decreases performance uncertainty, since
the sourcing organization acquires performance information
from two sources, both the internal and external suppliers.
Concurrent sourcing will only be used at high levels of
transaction frequency, since it is costly to apply concurrent
sourcing.
Concurrent sourcing reduces information asymmetries between
the sourcing organization and the external supplier. The
increased level of information enhances use of control and
monitoring in the internal and external production.
Concurrent sourcing gives access to external knowledge, while
securing internal absorptive capacity that makes knowledge
sharing possible. Knowledge sharing can lead to improvement
in both internal and external production.
Through knowledge effects, concurrent souring decreases the
organization’s vulnerability towards technological uncertainty.

Resource-based theory
(Parmigiani, 2003,
2007; Puranam et al.,
2013; Mols, 2010)
Technological
Resource-based theory
uncertainty
(Krzeminska et al.,
2013; Parmigiani,
2003, 2007)
Problem solving Knowledge-based
Concurrent sourcing secures efficient problem solving through
theory (Nickerson and the hierarchy, while exploiting the external suppliers’ efficient
Zenger, 2004; Mols,
production.
2010).
Public sector-specific explanations for concurrent sourcing
Delivery
Hefetz et al., 2014,
Internal service provision is important to secure continuing
obligations
Warner and Hefetz,
service provision in cases of private providers failing to
2012
deliver.
Hollowing out
Milward and Provan,
Internal service provision mitigates risk of hollowing out the
2000; Rhodes, 1994
public sector by maintaining relevant competences and
capabilities internally.
Thin service
Brown and Potoski,
Concurrent sourcing enhances competition in service markets,
markets
2004, Girth et al.,
characterized by few available providers.
2012, Van Slyke, 2003
Public sector
Brown et al., 2006;
Using external providers will enhance innovation in the public
innovation
Edler and Georghiou,
sector.
2007; Isaksson et al.,
2018
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overview of the important factors for concurrent sourcing in each theoretical perspective. Notice that
some of the concepts from different literature streams in the table overlap.
The research designs used to investigate mixed service delivery
The first step in examining mixed service delivery has been to investigate why a mixed delivery strategy
is used. As the sourcing organization per definition makes the sourcing decision, most research uses
this organization as unit of analysis, while the supply side has been missing in the research agenda for
mixed service delivery (an exception is Mols, 2018). Mixed service delivery has been investigated
using various research designs. However, the majority of empirical studies uses a quantitative
approach. Many quantitative studies include several services (e.g. Brown et al., 2015; Girth et al., 2012;
Hansen et al., 2011; Warner and Hefetz, 2008), whereas others examine mixed service delivery for a
single service (e.g. water services in Porcher, 2016) or a few services (Hansen et al., 2011; Mols et al.,
2012). The multiple case study methodology has been used to a limited extent, an example is Destler
and Page’s (2016) investigation of mixed service delivery in schools.
Different types of services
One of the issues specifically related to the public sector is the type of service being provided. An often
used distinction between publicly provided services is between technical and social services (Petersen,
Houlberg, and Christensen, 2015; Van Slyke, 2003). Mixed service delivery has primarily been
investigated across a large number of services or for technical services, such as refuse collection (Savas,
1977), water supply (Porcher, 2016), school cleaning, road maintenance, and IT maintenance (Hansen
et al., 2011; Mols et al., 2012). Only few have examined mixed service delivery of a social service (one
exception is Destler and Page’s (2016) study of mixed service delivery of schools), even though
previous research emphasizes differences in contracting for social and technical services (Brown et al.,
2015; Petersen et al., 2015; Van Slyke, 2003). Concurrent sourcing is especially important in a social
service context, as local government can be reluctant to contract for the entire production for social
services, but instead only for a part of the service production (Rambøll, 2009). By examining mixed
service delivery in nursing home care, the dissertation mitigates the imbalance in studies looking at
mixed service delivery in technical versus social services.
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Different types of providers: nonprofit, for-profit, and another public organizations
The provider type used has not received any attention in the general management literature, as
concurrent sourcing is assumed to happen between firms. It is different in the public sector where the
external provider can be another public organization, a nonprofit organization, or a for-profit company
(Hefetz et al., 2014). Traditionally, nonprofit organizations are often thought of as being closer to the
public than the for-profit sector (Lamothe and Lamothe, 2012). Comparing nonprofit and for-profit
organizations, theory expects a higher level of trust and goal convergence between public and nonprofit
organizations than between public and for-profit organizations (Amirkhanyan, 2010; Isaksson et al.,
2018). Public organizations conceptualize nonprofit and for-profit providers’ performance differently,
and qualitative performance measures are used more often when dealing with nonprofit partners than
with for-profit partners (Amirkhanyan, 2010). The nonprofit providers have less strong incentives to
exploit incomplete contracts, and public organizations are thus expected to reduce the scope of
performance measurement (Amirkhanyan, 2010; Coleman, Checkland, McDermott, and Harrison,
2013; Isaksson et al., 2018; Witesman and Fernandez, 2013). The claims get empirical support in mixed
service delivery research, as Brown et al. (2015) find that mixed service delivery in social services is
more likely to happen with a nonprofit partner than a for-profit partner. For nursing home care in
Denmark, the service examined empirically here, the private nursing home care market is dominated
by nonprofit providers (Bertelsen and Rostgaard, 2013).
However, as will be covered in subsequent chapters, the dissertation suggests only limited
differences between the nonprofit and for-profit providers. Contrary to the expectation of larger levels
of trust and goal alignment, research claims that the nonprofit organizations operating in a competitive
environment behave much like for-profit providers (Calò, Teasdale, Donaldson, and Roy, 2018; Heins,
Price, Pollock, Miller, Mohan, and Shaoul, 2010; Heins and Bennett, 2016). In Danish nursing home
care, nonprofit and for-profit nursing home providers compete for the same tenders and can both
operate independent nursing homes without delivery contracts. According to chapter 2’s findings, the
different types of providers experience the same challenges when dealing with local government. For
these reasons, the dissertation uses the term “private providers” to cover both nonprofit and for-profit
providers.
The third type of external provider is another public organization. The highest degree of goal
alignment is expected to be within the public sector instead across sectors (Brown et al., 2006; Hefetz
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et al., 2014; Rashman et al., 2009). Hefetz et al. (2014) find that complete contracting out is used to a
larger extent when the external supplier is another public organization, whereas concurrent sourcing is
used to a larger degree when the external supplier is a for-profit organization. Especially for the effects
that require substantial amounts of trust and goal alignment, primarily knowledge sharing effects from
mixed service delivery, the within-sector context is more attractive than the across-sector context.
Unfortunately, inter-municipal provision of nursing home care does not occur in Denmark, and mixed
service delivery within the public sector will not be examined further in the dissertation.
Gaps in the existing literature
From the review of literature above, the imbalance in the services examined, favoring technical
services, has already been identified as a gap in the research on mixed service delivery. In this section,
I highlight some other gaps in the literature on concurrent sourcing that this dissertation looks into,
focusing on four topics; mixed results on concurrent sourcing effects, the relationship with the external
provider, missing research on knowledge sharing effects, and whether the sourcing strategy is stable
over time.
Mixed results in existing literature
Previous results indicate that concurrent sourcing works differently in various settings, as the results
regarding concurrent sourcing literature in public organizations are mixed (Hansen et al., 2011). When
looking at cost efficiency, some find that concurrent sourcing is cost effective, while other researchers
find that concurrent sourcing leads to higher costs. When a consortium of private firms started
collecting refuse in certain neighborhoods of Minneapolis, meaning more competition in the market,
the public provider closed the initial gap between the two providers in terms of costs and performance
(Savas, 1977). In line with this, Miranda and Lerner (1995) find that arrangements with both a private
or non-profit supplier and some in-house government production in general are cost effective. In some
cases, these mixed arrangements are even more cost effective than exclusive production by the private
sector. On the contrary, Porcher (2016) concludes that concurrent sourcing has positive impact on
quality performance in public water services but results in higher prices. Results in concurrent sourcing
also depend on the similarity of the sourced services or products (Krzeminska, 2008; Parmigiani, 2003).
Finally, Mols et al. (2012) investigate several measures of supplier performance and find that
concurrent sourcing decreases the negative effects of asset specificity, technological uncertainty, and
performance uncertainty but only for some of measurements of the concurrent sourcing they use. The
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results depend on how concurrent sourcing is measured. In chapter 1, we hypothesize that the reason
for the mixed results is the existence of several concurrent sourcing strategies.
Relationship with the provider
What should be clear from the review of literature on mixed service delivery and concurrent sourcing
is that the primary focus in research has been on the sourcing organization, mainly on why concurrent
sourcing is used, and secondary, which effects the sourcing strategy has for the sourcing organization
(and only partly the external supplier). When looking at the different effects mixed service delivery is
claimed to have, the effects may require contrasting relationships with the providers. Trust is important
for knowledge sharing to happen (Janowicz-Panjaitan and Noorderhaven, 2009; Rashman et al., 2009).
However, since the internal production and the supplier can be perceived as competitors in a concurrent
sourcing setting, it may not be easy to achieve the needed trust to secure knowledge sharing (Heide et
al., 2014). When reviewing effects that lead to increased efficiency from mixed service delivery, the
element of competition is present, while requirements of trust between the parties are missing.
Obtaining knowledge sharing seems to require more coordination and collaboration than obtaining
efficiency effects. However, the perspective of the external supplier and the underlying relationships
with the providers have only been examined to a limited extent (Heide et al., 2014; Mols, 2018). The
dissertation attempts to fill this gap in several ways. First, chapter 1 provides an elaborate theoretical
discussion of the underlying relationship with the external providers. Second, both chapter 2 and 3
include the private providers in the examination of mixed service delivery. Chapter 2 focuses solely on
the private providers, while chapter 3 includes the parties from both sides of the supplier relationship.
Missing knowledge concerning knowledge sharing effects
As highlighted in the section on resource-based theory, one of the expected effects of concurrent
sourcing is knowledge sharing (Krzeminska et al., 2013; Hansen et al., 2011; Mols, 2010; Parmigiani,
2007; Puranam et al., 2013). However, not much is actually known about whether and how knowledge
sharing takes place in a mixed service delivery context (an exception in the generic concurrent sourcing
literature is Bradach, 1997). Only a low number of studies include knowledge effects (Hansen et al.,
2011; Parmigiani, 2007; Porcher, 2016; Poulsen and Hansen, 2016). Instead, most of the research
conducted on concurrent sourcing focuses on efficiency outcomes. In the public sector, research shows
that the amount of internal competences and capabilities are important for the sourcing decision
(Hansen et al., Parmigiani, 2007; Porcher, 2016). For instance, large contracting capabilities within the
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sourcing organization increase the likelihood of using concurrent sourcing, while large production
capabilities decrease the likelihood. The studies which investigate knowledge effects from mixed
service delivery assume that knowledge transfer is possible (Parmigiani, 2007), but it is still unknown
whether knowledge sharing takes place or not, which type of knowledge is shared, and what can hinder
knowledge sharing in a concurrent sourcing context. The objective of chapter 3 is to investigate these
questions further.
Stability over time
Another question that has emerged from the literature on concurrent sourcing is whether the sourcing
strategy is a prevailing phenomenon over time or if it is just a transition between complete in- and
outsourcing (Mols, 2010). In general, concurrent sourcing can be viewed as keeping all options open
and then later deciding on a permanent sourcing strategy (Alvarez and Stenbacka, 2007). Many of the
theoretical reasons for choosing a mixed service delivery strategy potentially diminish over time.
Knowledge sharing may only be needed in a transition period but not in the long run; increasing
competition in thin service markets may not be necessary in the future when other organizations are
well-established in the market; information asymmetries decline when the sourcing organization and
the provider get to know each other and the supplier relationship evolves.
On the other hand, empirical results indicate that concurrent sourcing is a stable phenomenon
and not just a transition between make or buy (Hansen et al., 2011; Parmigiani and Mitchell, 2009). In
the public context, public organizations often have a provision responsibility. The risk of untimely
contract termination in a supplier relationship can therefore make public organizations inclined to keep
some internal production as a termination safeguard (Mols, 2010; Rambøll, 2009; Warner and Hefetz,
2012). As outlined in the section on theoretical explanations for concurrent sourcing, uncertainty is
often a part of the reason to source concurrently (Krzeminska, 2008). If such uncertainties continue to
prevail at high levels, the reason for using concurrent sourcing still exists. For instance, if technological
uncertainty prevails, the need for knowledge sharing remains, making concurrent sourcing an attractive
strategy in the long run (Parmigiani, 2007; Krzeinska et al., 2013). Whether mixed service delivery
will prevail over time or whether it will be replaced by a single-provider delivery system is discussed
further in chapter 1.
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The four gaps identified in this section concern 1) mixed results on concurrent sourcing effects,
2) relationship with the external provider, 3) knowledge sharing effects, and 4) stability over time.
Together with the previously identified imbalance between research on technical versus social services,
these four gaps are looked further into in this dissertation. The gaps are included in the following
chapters, as shown in table 2.
Table 2. Identified gaps in the existing literature.
Gap

Inclusion in the dissertation

Few studies of concurrent sourcing of social
services

Social service as empirical setting in chapter 2 and
3

Mixed results on concurrent sourcing effects

Background for research question in chapter 1

Relationship with the external provider

Discussed in chapter 1 and 2

Missing knowledge on the knowledge sharing
effect

Main objective in chapter 3

Stability over time

Discussed in chapter 1

Nursing Home Care in Denmark
After reviewing the existing research on concurrent sourcing in both the general management literature
and the public administration literature, I introduce the dissertation’s empirical setting for examining
mixed service delivery. This dissertation examines mixed service delivery in nursing home care. Before
presenting the dissertation’s methodology in the next section, I will describe nursing home care as a
service and how nursing home care in Denmark takes place. Nursing home care is a social service often
provided by both public, nonprofit, and for-profit providers (Amirkhanyan, Meier, O’Toole, Dakhwe,
and Janzen, 2017; Bertelsen and Rostgaard, 2013). Case studies within this setting can shed light on
some aspects that remain unclear in the literature on mixed service delivery. Mixed service delivery is
increasingly used in nursing home provision (Amirkhanyan, 2009), but most nursing homes in
Denmark are operated by local governments (Hjelmar et al., 2016). No municipality has outsourced its
entire provision of nursing homes, whereas several municipalities use no private providers at all. For
many municipalities the organization is a case of mixed service delivery. When describing nursing
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home care in Denmark, I characterize nursing home care according to the concepts identified as
important in the existing literature (table 1).
In general, mixed service delivery is likely to occur in a service setting such as nursing home
care, since the nursing homes typically operate independently of each other in a municipality. The
nursing homes often perform very similar tasks. This structure of service provision makes it easy to
outsource nursing homes one by one without affecting other nursing homes’ daily operations. Nursing
home care can be characterized as a complex service (Foged, 2015; Petersen et al., 2015; Serritzlew,
2005). The complexity stems from several of the concepts identified in the theory section. In terms of
asset specificity, the assets employed in nursing home care are highly transactional-specific
(Amirkhanyan et al., 2017; Brown and Potoski, 2003a). Even more important, in term of information
asymmetries and performance uncertainty nursing home care is a service with a low ability to measure
service quality (Amirkhanyan et al., 2017; Hjelmar et al., 2016; Isaksson et al., 2018).
There has been an extensive academic discussion over the past ten years on how to define and
measure quality in nursing home care (Isaksson et al., 2018). In nursing home care, quality is largely
determined through the nature of interaction between staff and service recipient (Folbre, 2006; Isaksson
et al, 2018). In nursing home care, the difficulty lies not only in gathering information about the nature
of the services and their quality, but also in defining what quality is in a particular service and finding
ways to assess it (Brown et al., 2016; Mor, Berg, Angelelli, Gifford, Morris, and Moore, 2003). Several
studies demonstrate the difficulties associated with monitoring quality in social services, where service
content tends to be complex and the need for flexibility in service provision is high, given the varied
and shifting needs of the users (Brown et al., 2016; Folbre, 2006). Nursing home care is a service
characterized by highly dependent users who are weak and vulnerable due to old age and/or illness and
therefore unable to protest or demand improvement if quality levels are low (Amirkhanyan et al., 2017;
Isaksson et al., 2018). Low performance measurability is therefore a bigger problem in this setting than
in service with less dependent users.
Quality measurements in nursing home care typically rely on a mix of criteria, including varying
indicators such as mortality data, usage of medication, numbers of employees per resident, user ratings,
prevalence of pressure ulcers, staff education, incident reporting procedures, nutrition, and hydration
(Challis, Clarkson, and Warburton, 2006; Isaksson et al., 2018; Nakrem, Vinsnes, Harkless, Paulsen,
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and Seim, 2009). Through benchmarking, concurrent sourcing is expected to mitigate the problems of
low performance (or quality) measurability by decreasing information asymmetries between the
sourcing organization and the provider (Heide, 2003) and is for that reason more valuable in contracting
for complex service than for simple services where the performance measurability is high. The results
from Isaksson et al. (2018) indicate that it is harder to formulate monitorable requirements in areas that
are specific to elder care, such as inherent “caring” qualities, than in areas that are more generic such
as staffing, financial records, and documentation. Given the nature of nursing home care,
benchmarking, if used, is expected to include several performance indicators, both specific to health
care and the generic indicators just mentioned.
In terms of knowledge effects, one requirement for knowledge sharing to be valuable is that the
parties involved in the sharing process do not already possess the same knowledge (Krzeminska et al.,
2013). Since the municipalities and private providers operate in various service markets, the public and
private providers may possess diverse knowledge that they can share with each other. The variance in
knowledge comes from operating in different countries and in various service markets; e.g., some
providers operate hospitals as well as nursing homes, whereas others operate hospices.
One of the theoretical arguments for using mixed service delivery is technological uncertainty
(Hansen et al., 2011; Mols, 2010; Parmigiani, 2007). Eldercare in Denmark has undergone major
technological changes since the late 1990’s (Nielsen, Mathiassen, and Nevell, 2014). However, the
speed of technology changes in nursing home care compared to other services and markets is relatively
slow, meaning that mixed service delivery is not expected to happen in nursing home care because of
technological uncertainty. However, the Danish municipalities pay a lot of attention to the welfaretechnology agenda (Local Government Denmark, 2019). The priority given to develop and implement
welfare technology makes it important to have access to various knowledge pools (Hansen et al., 2011;
Mols, 2010; Parmigiani, 2007), especially to private knowledge pools, as the private sector is assumed
to be more innovative in developing new and qualitatively better ways of providing the services
(Isaksson et al., 2018). I therefore expect access to various knowledge pools and cross-sectoral
knowledge sharing as reasons for using mixed service delivery in nursing home care.
To understand the concepts of hollowing out and public organizations’ delivery obligations, it is
important to understand the status of nursing home care in Denmark. The Danish social care regime is
characterized by extensive public provision of welfare services (Bertelsen and Rostgaard, 2013;
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Brennan, Cass, Himmelweit, and Szebehely, 2012). One of the reasons why nursing home care has
been provided mainly by public providers is that nursing home care is considered one of the core
welfare services in Denmark, and the service is highly politicized. Government both funds and
regulates nursing home care extensively (Amirkhanyan et al., 2017; Bertelsen and Rostgaard, 2013).
It seems that local government remains reluctant in using private providers in nursing homes care due
to ideological reasons, the status of nursing home care in society, and previous examples of untimely
termination of contracts in home care provision that left citizens without home care (Rambøll, 2009).
The extensive use of long-term care in Denmark compared to that of other countries stems from high
employment rates and relatively favorable retirement benefits (Amirkhanyan et al., 2017; Bertelsen
and Rostgaard, 2013).
In terms of market thickness (Girth et al., 2012; Van Slyke, 2003) several private providers of
nursing home care are available for contracting (Bertelsen and Rostggard, 2013). The Danish private
market for nursing homes is dominated by nonprofit organizations. The two largest private suppliers
of nursing homes are nonprofit organizations with approximately 30 and 15 nursing homes in
Denmark. A number of smaller nonprofit organizations operate between two and six facilities. Three
for-profit providers each operate several nursing homes, but not at the same scale as the two largest
suppliers. Two out of three for-profit organizations originate from Sweden, where for-profit
organizations possess a bigger share of the nursing homes market than in Denmark. Finally, a sizable
group of single-facility nursing homes is not affiliated with a larger organization. Some of the concepts
listed in table 1 have been combined in the above, but table 3 summarizes the characteristic.
Types of nursing homes
After a characteristic of the service nursing home care, it is relevant to introduce the different types of
nursing homes in Denmark. All Danish citizens are entitled to nursing home care if their state of health
requires constant care. No matter which type of nursing home a citizen wishes to live in, an assessment
officer must make a health assessment and declare that the citizen is in fact entitled to nursing home
care. Funding for accommodation and care is segregated, which means that the residents pay rent and
for services used, such as meals, laundry, and cleaning, with a maximum payment ceiling applied
(Bertelsen and Rostgaard, 2013), while care is funded by local government. Oversight visits are legally
required for all nursing homes independently of nursing home type. Several oversight authorities are
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put in place to secure a satisfactory level of quality, among which the municipal oversight authorities
and the public health oversight authorities are most important.
Table 3. Identified factors’ relations to nursing home care.
Factor
Asset specificity
Performance uncertainty
and information
asymmetries
Knowledge effects

Technological uncertainty
Need for public sector
innovation
Delivery
obligations/hollowing out

Thin service markets

Relation to nursing home care
Assets employed in nursing home care are highly transactional-specific.
Information asymmetries and performance uncertainty exist as nursing home
care has a low degree of performance (quality) measurability.
Highly dependent users of nursing home care makes the low measurability a
larger problem than for services with less dependent users.
Since the municipalities and private providers operate in various service
markets, the public and private providers may possess distinct knowledge that
they can share with each other.
The prevalence of technological uncertainty seems to be limited in nursing
home care.
Developing welfare technology is highly prioritized by the local
governments. National trends pushing towards using the private sector to
secure innovation in the service provision.
The combination of losing provision capabilities in nursing home care, while
still having a delivery obligation, makes the Danish municipalities reluctant
to outsource nursing home care extensively, partly due to prior examples of
untimely determination of contracts in elder care, partly since nursing home
care together with other social services is perceived as the backbone of the
Danish welfare system.
Nursing home care cannot be characterized as a “thin” service market.
Several providers operate in the Danish nursing home care market. Both
nonprofit and for-profit providers operate nursing homes.

In Denmark, there are four main types of nursing homes. Public nursing homes operated by
municipal staff, independent nursing homes with delivery contracts, outsourced nursing homes, and
independent nursing homes without delivery contracts. The first group is by far the largest since the
municipalities operate most Danish nursing homes. The types described in the following are main
types, and variations occur concerning the agreements made with the local municipality. Table 4
summarizes the main distinctions between the nursing home types, and these differences persist
independently of agreement variations. The stated number of nursing homes for each type is based on
Hjelmar et al.’s estimates from 2016.
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Table 4. Main types of nursing home provision.

# nursing
homes
Ownership
Municipal
regulation
Municipal
allocation of
places
Possibility to
make profits

Public nursing
homes

Independent nursing
home with delivery
contract

Independent nursing
home without
delivery contract

Nursing homes
outsourced
through tenders

Approx. 730

Approx. 90

Approx. 75

Approx. 15

Public
Municipal
administration
Yes

Private
Delivery contract
Yes

Private
No contractual
relations
No

Private
Competitive
tenders
Yes

No

No

Yes, in principle

Yes

Source: Own creation, inspired by Hjelmar et al. 2016, Bethelsen and Rostgaard 2013.

Independent Nursing Homes with Delivery Contract
Independent nursing homes run by nonprofit providers can enter into a delivery contract with the local
municipality. Independent nursing homes with delivery contracts are the most prevalent type of
privately operated nursing homes. This is due to historical factors, as many delivery contracts have
been in place for several decades. The local authorities must endorse the provider, but there is no
competition on price or tender process. The responsibility for assessment of need and allocation of
places still lies with the municipal authorities (Hjelmar et al., 2016). Compared to the municipally
operated nursing home, the independent nursing home has additional authority over their budgets, and
potential profits are not returned to the municipality by the end of the year (Bertelsen and Rostgaard,
2013).
Independent Nursing Homes without Delivery Contract
Nursing homes are allowed to operate without a delivery contract. The providers are required to obtain
certification and then compete for a share of a national quota of places in nursing homes without
delivery contracts (Bethelsen and Rostgaard, 2013). Without municipal allocation of residents, these
nursing homes are responsible for attracting new residents themselves. The main distinction between
an independent nursing home without delivery contract and the other types of nursing homes is that
nursing homes without a delivery contract in principle can pick their own residents. In reality, due to
the nature of nursing home care and the dependence on reputation, they follow the waiting list,
especially within the local community (according to all three facility managers at homes without
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delivery contract). Citizens wishing to live at a nursing home still have to go through entitlement
assessment. Once need has been assessed and established, the citizen can opt for an independent
nursing home without delivery contract, even one located in another municipality. According to an
evaluation of the legislation for nursing homes without contract, three factors are especially important
for citizens who wish to live in an independent nursing home without delivery contract: Geography
and reputation, the information given by the municipality on nursing home options, residents and next
of kin’s profile and approach (Rambøll, 2012). It is allowed for providers to make a profit, but not all
providers are working for profit.
Outsourced Nursing Homes
Outsourcing nursing homes requires a competitive tender process. The private providers compete on
price for service delivery, but the evaluation of tender bids can also include quality and development
elements. The weights assigned to each element differ between tenders. The time length in the tender
contracts vary as well, and the contracts in most cases include an option for the provider to continue
running the nursing homes if both parties wish to make this arrangement, typically for a shorter time
period than the one stated in the initial tender period (Bertelsen and Rostgaard, 2013). The providers
are allowed to transfer potential profit from the nursing homes to the providing organization. The
municipalities allocate residents to the outsourced nursing homes. After this introduction to nursing
home care as a service, how nursing home care is organized in Denmark, and the various types of
nursing homes, I will describe the methodology of dissertation.

Methodology
This section in the introduction describes the research strategy in the empirical chapters and why the
research design, multiple case study, was chosen. The section then continues by presenting how cases
were selected and how data collection and analysis took place.
Choice of research design
The methodology in the empirical chapters is multiple case studies. In chapter 2 the multiple case study
includes six cases of private providers of nursing home care. In chapter 3, it includes four case
municipalities. The research method is chosen for several reasons. For both research questions in the
chapters, not much prior knowledge exists in the literature on mixed service delivery. The method is
useful when there is little knowledge about the investigated phenomenon, as case studies “enjoy a
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natural advantage in research of an explorative nature” (Gerring, 2004, 349). An explorative approach
gives deeper understanding on the private provider and knowledge sharing perspective in mixed service
delivery systems (Eisenhardt, 1989b; Yin, 2013). In mixed service delivery, large-sample studies have
already tried to explain the phenomenon, but results are mixed and little is known about the dynamics
underlying mixed service delivery and its acclaimed effects.
Case studies allow for richer details of actual cases and their contextuality than quantitative
approaches do (Jensen and Rodgers, 2001). An example of this is the different parties included in each
case in chapter 3. This inclusion means contrasting perspectives on the delivery system in each of the
case municipalities which adds to the richness of details, the understanding of the context, and finally
the complexity of the analysis. For the chosen case setting, nursing home care, only a limited number
of municipalities have used competitive tenders, which would make it hard to get meaningful
knowledge from a quantitative analysis. In the same way, only a limited number of private providers
operate more than one nursing home (Bertelsen and Rostgaard, 2013). These providers with multiple
facilities typically have contact with several municipalities, which was an important factor in the case
selection for chapter two. When using multiple cases instead of one, it is possible to add a search for
patterns across cases to the within-case analysis, known from single case studies (Eisenhardt, 1989b).
In the dissertation the multiple cases have made it possible to make several comparisons, e.g., across
municipalities, types of providers, and delivery agreements. Since case studies allow for thick
descriptions, they are an excellent tool for generating propositions (Fesler, 1962; Yin, 2013). Based on
the data, a set of propositions is generated in chapter 2, while chapter 3 identifies several strategies for
knowledge sharing.
Case Selection
The empirical chapters draw on multiple cases. In chapter two, the cases are six private providers,
whereas the cases in chapter 3 are the service delivery systems in four municipalities. These numbers
of cases are acceptable according to Eisenhardt: “While there is no ideal number of cases, a number
between 4 and 10 cases usually works well … With more than 10 cases, it quickly becomes difficult
to cope with the complexity and volume of data” (1989b, 545). Since the private providers examined
in chapter 2 are part of the delivery systems presented in chapter 3, the selection of cases for both case
studies were done simultaneously. In the four case municipalities combined, all six private nursing
home providers operate. Some of the private providers operate in more than one of the case
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municipalities. The cases for both case studies are therefore not selected randomly, but based on certain
selection criteria, a common approach in case studies (Meyer, 2001). The selection criteria for cases
for the multiple case study conducted in chapter 2 has been to give priority to private providers
operating in several municipalities. The advantage of prioritizing providers delivering to multiple
municipalities is that the providers possess knowledge of variations in how the municipalities deal with
private providers. The suppliers differ in terms of size and the number of municipalities in which they
operate. Both for-profit and nonprofit providers are included in the case studies, and the providers run
various types of nursing homes. The private providers are identified in evaluation reports, newspaper
articles, and other documents on tenders and general search quests on the internet. Table 5 gives an
overview over key characteristics of the private providers.
Table 5. Overview of included private providers.
For-profit or
nonprofit
Presence in
multiple
municipalities
Types of
nursing
homes

Case 1
Nonprofit

Case 2
Nonprofit

Case 3
Nonprofit

Case 4
For-profit

Case 5
For-profit

Case 6
Nonprofit

Yes

Yes

Yes

Yes

Yes

No, single
facility

All three
types of
nursing
homes

Independent
nursing
homes with
and without
delivery
contracts

Independent
nursing
homes with
and without
delivery
contracts

Outsourced
nursing
homes

Outsourced
nursing
homes

Nursing home
without
delivery
contract

In the multiple case study conducted in chapter 3, four municipalities are selected based on
variation in their use of private providers of nursing home care. To identify relevant municipalities, I
used the indicator of competitive tendering (ICT) for the municipalities’ costs for social services and
employment (account 5 in the overall municipal account plan) in 2017 1. Social services include
daycare, eldercare, services for children and adults with special needs, and integration services for
immigrants (Ministry of Economic Affairs and the Interior, 2018). I wanted to include one case from
each quantile thus expecting variation in the use of private providers in nursing home care. Table 6
gives an overview of the included municipalities, named based on their use of private providers. In

1

The ICT scores for all Danish municipalities can be found on the website www.noegletal.dk, published by the Ministry
of Economic Affairs and the Interior.
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both chapters, cases are anonymized to protect sensitive information. The promise of anonymity has
been an advantage to the study, as it has increased the willingness of the providers to share information.
Table 6. Overview of included cases and interviews.
Case municipality
Degree of private
nursing homes in
the municipality
Types of nursing
homes

NoPrivate
No private nursing
homes

FewPrivate
Low
(Approx. 10%)

MostNonprofit
High
(Approx. 66,7%)

MostFor-profit
High
(Approx. 70%)

Only municipal
nursing homes

All four types

All four types

# interviews in the
municipality1

4

5

6

Municipal nursing
homes, outsourced
nursing homes
through tenders,
and nursing homes
without delivery
agreements
8

1: The total number of interviews stated in the table exceeds the number of interviews stated in the main text. Some
private providers operate nursing homes in several of the case municipalities, and the interviews with the CEOs of these
providing organizations are included in each municipality the organization operates in.

Data Collection and Analysis
The empirical chapters are based on data from a number of sources. My primary sources are in-depth
interviews and reports. Interviews are made with private provider CEOs, private facility managers,
municipal administrators, municipal facility managers, and service market representatives. Secondary
sources are register data, websites, news articles, and workshop presentations. For the interviews and
reports, table 7 offers an overview of how the primary data are used in the chapters. The interviews
used in the second chapter are mainly the interviews with private CEOs and facility manager. However,
at the time I worked on chapter 2, I had already conducted some interviews with municipal providers,
which was very helpful in understanding the service market of nursing home care. One interview with
a private facility manager was in a municipality with no relation to the selected municipalities and was
not included in chapter 3.

36

Table 7. Overview of primary data used in the empirical chapters.
# in total

# used in

# used in

chapter 2

chapter 3

26

20

25

Private provider CEOs

5

5

5

Private facility managers

7

7

6

Municipal administrators

6

3*

6

Municipal facility managers

5

2*

5

Service market representatives*

3

3

3

Research and evaluation reports*

6

6

6

Interviews

*Data used for background information and triangulation.

The themes and concepts identified in the theory section (listed in table 1) helped developing
the interview guides. Each chapter elaborates on the themes relevant for the research question
addressed in the chapter. Some themes, such as why the given organization of nursing home care was
chosen, were only relevant in the interviews with local government officials, as they were closest to
the contracting decision process. The interview guides were therefore tailored to each group of
interview persons. Small alterations were made in the interview guides used in interviews with private
facility managers in order to account for different contracting forms. The interviews were semistructured. The interviews were transcribed and coded in NVivo 11 (chapter 2) and NVivo 12 (chapter
3). Analyses were made from condensing and finding patterns in the data using displays structured by
themes identified in the literature. Displays were developed considering principles of building displays
based on authenticity, inclusion, and transparency (Dahler-Larsen, 2012, p. 191).
In chapter 2, I compared data based on the provider type, being either for-profit or nonprofit, and
contract type. While I found few differences between the nonprofit and for-profit providers, there were
substantial deviations between the types of contract the providers operated under. In chapter 3, I first
compared coded data for a specific theme within case, meaning that I compared the statements from
the public and private facility managers, the provider CEOs, and the local government administrators
to understand the situation and the dynamics between the parties in each case municipality better.
Secondly, the case municipalities were compared to each other, both for each of the four parties in the
delivery system, e.g., comparisons on statements from local government officials across cases, and for
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the general story of the delivery systems in the case municipalities. During the data analysis, I identified
various levels of knowledge sharing and knowledge sharing processes.

The content of the dissertation
This dissertation consists of three self-contained papers focused on central aspects of mixed service
delivery. Chapter 1 puts forward a typology for distinct concurrent sourcing strategies, chapter 2
includes the private provider’s perspective on mixed service delivery, and chapter 3 investigates if and
how knowledge sharing happens in this type of delivery system. Whereas chapters 1 and 2 include both
the efficiency and knowledge sharing effect from mixed service delivery, chapter 3 focuses solely on
knowledge sharing. Table 8 offers an overview of the chapters. The chapters in the dissertation use
different wording for mixed service delivery. The term concurrent sourcing is used throughout chapter
1, whereas in chapter 2 and 3, I use the term mixed service delivery. While chapter 1 is a theoretical
paper focusing exclusively on the sourcing organization’s decision to use internal and external
providers simultaneously, chapter 2 and 3 are empirical papers examining concurrent sourcing in an
empirical context. In the empirical context of nursing home care, the term mixed service delivery seems
to be more accurate than concurrent sourcing as already stated in the methodology section. In the
following, I summarize the three chapters.
Chapter 1
In the contracting literature, there is an ongoing discussion on whether further use of private providers
will increase public efficiency and innovation. Chapter 1 puts forward a theoretical model with four
distinct concurrent sourcing strategies. 2 The starting point for the first chapter is the two main effects
typically mentioned from concurrent sourcing: An efficiency effect that derives from enhanced
possibilities for benchmarking and controlling both the internal and external providers, and a
knowledge effect that stems from enhanced possibilities of knowledge sharing and learning between
the internal and external production. When reviewing the existing literature, we note that the results in
the previous research on concurrent sourcing are mixed. This finding may be due to contrasting
underlying dynamics in concurrent sourcing, depending on how the sourcing strategy unfolds in

2

The paper is co-authored by Professor Jesper Rosenberg Hansen. Declaration of co-authorship is in the back of the
dissertation.
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Table 8. Summary of the three chapters.

Ch. 1

Ch. 2

Ch. 3

Article
type
Theoretical
paper

Empirical
study

Empirical
study

Research
question
Based on the
existing
literature, can
several distinct
concurrent
sourcing
strategies be
identified?

How do the
private
providers
experience
mixed service
delivery?

If and how
does
knowledge
sharing happen
in mixed
service
delivery?

Main findings/contributions
Offers an explanation of why results from the concurrent
sourcing literature are mixed by proposing a typology for distinct
concurrent sourcing strategies.
By combining the aim of concurrent sourcing, either efficiency or
knowledge gains, and the amount produced by the internal and
external provider, four distinct concurrent sourcing strategies
exist.
It may be hard to achieve both an efficiency effect and a
knowledge sharing effect simultaneously, as dynamics underlying
the two effects may be very different.
Includes the external supplier’s perspective on mixed service
delivery.
According to the private providers, uneven resource distribution
between the public and private provider, favoring the public
provider, occurs. The uneven distribution may impede the
benchmarking and knowledge effect from mixed service delivery.
Local government officials have a substantial impact on the
supplier relationship and the effects of mixed service delivery.
Introduces a new type of research design to field of the mixed
service delivery that includes all parties of mixed service
delivery, both at the operational and strategic level, and for the
public and private provider.
Identifies knowledge sharing in some, but not all cases.
Identifies two strategies for cross-sectoral knowledge sharing.
1) The first strategy focuses on making the public and
private providers develop new and test existing
knowledge jointly.
2) The second strategy focuses on internal innovation
projects, and knowledge from these projects is later
implemented at the external providers.
Whereas knowledge sharing literature points to the importance of
trust, the findings indicate that the contract design is crucial for
achieving close collaboration and knowledge sharing.
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practice. We argue, that the two effects, efficiency and knowledge, may differ depending on which
supplier is producing the largest share of the total production. We propose a typology containing four
distinct concurrent sourcing strategies by combining the aim of concurrent sourcing, either efficiencyoriented or knowledge-oriented, and the amounts produced internally and externally. Finally, we
discuss whether concurrent sourcing with the aim of a knowledge effect is likely to require a closer
relation to the external provider than a concurrent sourcing strategy that aims for increased efficiency.
The paper contributes to the mixed service delivery literature by emphasizing that the efficiency and
knowledge effects vary depending on the amount of produced internally versus externally.
Chapter 2
Whereas the first chapter is theoretical, the second chapter is empirical. The chapter’s purpose is to
examine how the private providers experience being a part of a mixed service delivery system.
Delivering to such a delivery system is somewhat peculiar, since the costumer in this case also has an
internal supplier and is consequently a competitor to the private provider. In the setting of Danish
nursing home care, a service under the jurisdiction of the Danish municipalities, I investigate how this
situation affects the relations between private providers and the municipalities and further the
efficiency and knowledge effects from concurrent sourcing, as seen from the private providers’
perspective. For some, it might seem evident that the private providers play an important part in
achieving efficiency and knowledge sharing from mixed service delivery, but the private provider’s
impact is unclear in the concurrent sourcing literature. I use a multiple case study of six private
providers of nursing home care. According to my results, there is considerable variation in how the
municipalities deal with the private providers. The private providers often experience limited access to
municipal resources that the municipally-run nursing homes have full access to.
Based on my findings, I propose six propositions that illustrate the opportunities and barriers for
achieving efficiency and knowledge effects across sectors. According to the first proposition, increased
transparency in the distribution of resources between the public and private provider boosts the
effectiveness of the benchmarking effect from mixed service delivery. The second proposition
continues that differences in the access to resources, favoring the public provider, decrease the
likelihood of achieving knowledge sharing across providers. The third proposition proposes that the
less experience local government officials have in using private providers, the lower the benchmarking
and knowledge effects. Finally, proposition four suggests that local government officials have a larger
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impact on the effects form mixed service delivery than do political observation in the city council.
Proposition 5a and 5b highlight the competitive advantages the nonprofit and for-profit organization
believe to have. Whereas previous research focuses on the sourcing organization, the paper contributes
to the research on mixed service delivery by identifying important factors for the supplier relationship
and for the efficiency and knowledge sharing effects to happen as seen from the private provider’s
perspective.
Chapter 3
The third chapter focuses on the knowledge effect from mixed service delivery. A big part of the
literature on mixed service delivery addresses efficiency effects, while a much smaller number of
studies investigates knowledge effects. Chapter 3 examines if and how knowledge sharing happens in
a mixed service delivery system. The empirical setting is once more nursing home care. I include four
municipalities in a multiple case study. The four cases vary in the extent private providers are used in
the provision of nursing home care. For each case, municipal administrators, municipal facility
managers, private provider CEOs, and private facility managers are included. With this research
design, both sides of the supplier relationship are included, and for both sides there are representatives
from the operational level, that is, the facility managers, and the strategic level, that is, municipal
administrators and private CEOs. The cases reveal two strategies for cross-sectoral knowledge sharing.
The first strategy is based primarily on internal innovation projects in the public sector that are
implemented in the private nursing homes at a later stage. The second strategy emphasizes that the
public and private providers jointly create new or test existing knowledge.
Whereas previous knowledge sharing literature has emphasized the importance of trust to secure
knowledge sharing (Rashman et al., 2009; Willem and Buelen, 2007), the findings here suggest that
the contract design is also important for future collaboration and knowledge sharing. The contract is
an opportunity to convince the private providers to commit to close collaboration, which can facilitate
knowledge sharing, but also increase trust further. Finally, it can be hard for municipal administrators,
private facility managers, and CEOs to balance the demands for local adaptation versus the private
provider’s own strategy and room to maneuver.
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Contributions
As mentioned earlier in the introduction, mixed service delivery has not received much attention in
research, despite it being a common phenomenon in praxis. This dissertation contributes to theory and
praxis in several ways. Since each chapter’s contribution has been presented already, in this section I
elaborate on the broader contributions of the dissertation. The two empirical chapters both examine
mixed service delivery in the context of nursing home care. Studies of mixed service delivery focusing
on one specific service area have mostly included technical services. The contracting dynamics may
be different for technical versus social services (Petersen et al., 2015; Van Slyke, 2003). By having
two chapters investigate mixed service delivery for a social service, the dissertation offers a
comprehensive study of a social service and contributes to the mixed service delivery research with
this knowledge.
This dissertation introduces new research designs to the research on concurrent sourcing. The
research designs used in the empirical chapters of the dissertation call for attention to the roles played
by various parties in mixed service delivery. The empirical chapters also contribute to move the
research agenda forward by not focusing primarily on the sourcing organizations, here the
municipalities, but also on other parties in the delivery system. While previous studies have stated that
resources and capabilities are important for the sourcing organization (Hansen et al., 2011; Porcher,
2016, the dissertation adds knowledge to existing research on how cooperation and collaboration takes
place in mixed service delivery. Both by analyzing the private providers’ general experiences in dealing
with the municipalities within a mixed delivery context and by examining the way the municipalities
and providers interact with each other.
For practitioners, the dissertation contributes with new knowledge on contracting, handling
private providers, and sharing knowledge. Mixed service delivery is a phenomenon often used in
practice (Hansen et al., 2011; Hefetz and Warner, 2007; Warner and Hefetz, 2008) but it appears that
the delivery mode sometimes emerge because organizations are reluctant to outsource the entire service
production, not because they are aware of the benefits of having split service production. The
dissertation offers knowledge of why the strategy should be chosen deliberately and how to use mixed
service delivery and design delivery arrangements to obtain the wanted effects. Finally, the dissertation
highlights diverse reasons and potentials in applying a concurrent sourcing strategy, but emphasize
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throughout all chapters that even though mixed service delivery may be the solution to various problem,
it is not realistic that all these problems can be solved simultaneously by using this strategy.

Limitations and future research
In this section, I reflect on the theoretical, methodological, and empirical limitations of the dissertation.
In terms of theoretical limitations, the dissertation does not investigate performance issues with regards
to mixed service delivery. For instance, I have not examined the effect of knowledge sharing on either
of the providers’ (both public and private) performance. Another performance measure is quality. The
dissertation does not examine whether there is any variation in quality, partly because research has
already carried out on provider differences in quality of nursing home care (e.g. Amirkhanyan, 2008;
Amirkhanyan et al., 2017; Bertelsen and Rostgaard, 2013; Hjelmar et al., 2016). Instead, I attempt to
obtain insights on the dynamics between the parties involved in mixed service delivery, arguing that
this approach is a step closer to understanding the actual effects of mixed service delivery. However,
theory on mixed service delivery would benefit from future research on the different performance
effects, preferably by investigating how relations between sourcing organization and providers
influence the performance effects even further.
The research design in the dissertation’s empirical parts is based on multiple case studies of
mixed service delivery in nursing home care. The choice of analyzing one service has its advantages
and disadvantages. From previous studies, it seems that the effects of mixed service delivery are highly
dependent on what services are analyzed (Brown et al., 2015). By analyzing nursing home care
exclusively, I only investigate mixed service delivery in this particular setting. There may be distinct
reasons for why mixed service delivery is chosen and which effects it entails, and this dissertation does
not investigate such variation. However, by explaining characteristics of nursing home care in terms
of central concepts in the contracting literature, it should be possible to generalize the findings in the
dissertation to other services. Theory on mixed service delivery would benefit from future research that
compareds mixed service delivery across cases of social and technical services.
Mixed service delivery is widespread within nursing home care, among other things because it
is relatively easy to outsource one nursing home at the time without any direct implications for the
other facilities. It would be interesting to examine whether the results presented in the dissertation
apply to settings where production or service provision units depend more heavily on each other, or
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further processing depends on the production. Furthermore, nursing home care is a service setting
where no municipalities have outsourced its entire provision. Future investigations of services with
larger variation in the sourcing decision, meaning that the services are provided through complete
insourcing, mixed service delivery, and complete outsourcing would enhances the understating of the
public organization’s contracting decisions.
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Dansk resumé
Denne afhandling består af tre artikler, der alle omhandler offentlige organisationers brug af
flerstrenget servicelevering. Med flerstrenget servicelevering menes, at både offentlige og private
aktører leverer en del af ydelsen. Den første artikel opstiller en teoretisk model for, hvordan efficiensog vidensdelingssynergier udfolder sig, afhængigt af hvor stor en del af serviceleveringen, der er
placeret eksternt. Den anden artikel er et eksplorativt studie af de private leverandørers oplevelse af at
være en del af et flerstrenget serviceleveringssystem, og den tredje artikel udforsker, hvordan
vidensdeling finder sted under flerstrenget servicelevering. Tidligere har man primært undersøgt
flerstrenget servicelevering fra den sourcende organisations, i denne kontekst kommunernes,
perspektiv. Her bidrager afhandlingen med nye perspektiver: Artikel to ser flerstrenget servicelevering
fra de eksterne leverandørers perspektiv, mens artikel tre inddrager alle aktørerne i et sådant
serviceleveringssystem. De to empiriske artikler undersøger flerstrenget servicelevering i en
kommunal kontekst i forhold til brugen af offentlige og private leverandører af plejecentre. På trods af
at den overvejende andel af plejecentre i Danmark er drevet kommunalt, eksisterer der også en række
selvejende plejecentre, udliciterede plejecentre og friplejehjem. I nogle kommuner er alle plejecentre
drevet af kommunen selv, i andre kommuner er størstedelen af plejecentrene drevet af private aktører.
På grund af denne variation i kommunernes organisering af plejehjemsområdet er det en interessant
kontekst at undersøge flerstrenget servicelevering i. Samtidig er meget af den forskning, der er lavet
for specifikke serviceydelser, lavet for tekniske services. Der kan være stor forskel på dynamikkerne
mellem tekniske og sociale services. Afhandlingen bidrager til forskningsfeltet med viden om, hvordan
flerstrenget servicelevering udspiller sig i en social service-kontekst.
Der er stor debat om, hvorvidt en større anvendelse af private leverandører vil øge den offentlige
sektors effektivitet, og om den offentlige sektor har brug for den private til at forbedre offentlig
innovation. Ind- eller udlicitering af opgaver er imidlertid ikke de eneste muligheder, offentlige
organisationer kan vælge imellem. Fænomenet, hvor en intern og ekstern leverandør bruges samtidigt,
det der kaldes plural sourcing eller flerstrenget servicelevering, er kun blevet undersøgt i et begrænset
omfang indtil nu. Den første artikel i afhandlingen opstiller en teoretisk model for plural sourcingstrategier. 3 Artiklen tager udgangspunkt i, at der typisk nævnes to hovedeffekter af flerstrenget
servicelevering: En efficiens-effekt, der stammer fra forbedrede muligheder for benchmarking og
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Artiklen er skrevet sammen med professor Jesper Rosenberg Hansen. Forfattererklæring findes bagerst i afhandlingen.
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kontrol af både den interne og eksterne leverandør, og en videnseffekt, der bunder i forbedrede
muligheder for vidensdeling og læring mellem den interne og eksterne leverandør. I gennemgangen af
den eksisterende litteratur på området er det bemærkelsesværdigt, at resultaterne i den tidligere
forskning om flerstrenget servicelevering ikke altid stemmer overens. Dette skyldes muligvis, at der er
forskellige underliggende dynamikker i flerstrenget servicelevering, afhængigt af hvordan
leveringsstrategien i praksis udspiller sig. Vi påpeger i artiklen, at disse to effekter kan variere,
afhængigt af hvilken leverandør der producerer den største del af den samlede produktion. På baggrund
af dette opstilles en typologi med fire strategier for flerstrenget servicelevering, ved at kombinere
formålet med plural sourcing, det vil sige efficiens eller viden, og mængderne produceret henholdsvis
internt og eksternt. Endelig diskuteres det, hvorvidt et flerstrenget serviceleveringssystem med fokus
på videnseffekten kræver et tættere forhold til den eksterne leverandør end et tilsvarende system, der
fokuserer på efficiens-effekten.
Hvor første artikel er teoretisk, inddrager anden artikel empiri. Formålet med artiklen er at
undersøge, hvordan de private leverandører oplever at være en del af et flerstrenget
serviceleveringssystem. Den eksterne leverandør i denne type leveringssystem står i en situation, hvor
kunden, i dette tilfælde kommunerne, også har en intern leverandør, og dermed også kan betragtes som
en konkurrent. Den anden artikel ligger direkte i forlængelse af den første artikel, da den undersøger
dybere, hvordan de private leverandører oplever relationerne til de kommuner, de leverer til, samt
efficiens- og videnseffekterne, der hævdes at være ved flerstrenget servicelevering. Det virker måske
åbenlyst, at de private leverandører spiller en afgørende rolle for, at den sourcende organisation kan
opnå efficiens- og videnseffekterne, men den private leverandørs rolle er uklar i den hidtidige litteratur
om flerstrenget servicelevering. Artiklen bidrager med viden om de private leverandører og om
relationerne mellem leverandører og kommuner. I artiklen anvendes et eksplorativt multiplet casestudie
af seks private leverandører af plejecenterdrift. Analysen viser, at der er stor forskel på, hvordan
kommunerne forholder sig til og håndterer private leverandører. De private leverandører oplever ofte
manglende adgang til de kommunale ressourcer, som de kommunalt-drevne plejecentre har adgang til.
Samtidig viser resultaterne, at de kommunale embedsmænd har større betydning for
leverandørrelationen, end flertallets politiske observans i byrådene. På baggrund af disse fund opstilles
seks propositioner, der italesætter muligheder og barrierer for at opnå efficiens- og videnseffekter på
tværs af sektorer: Ifølge første proposition vil øget transparens i fordelingen af ressourcer til den
offentlige og den private leverandør øge effektiviteten af benchmarking-effekten fra flerstrenget
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servicelevering. I anden proposition fremføres det, at forskel i adgangen til ressourcer, der tilgodeser
den offentlige leverandør, mindsker sandsynligheden for at opnå vidensdeling på tværs af
leverandørerne. Ifølge tredje proposition vil benchmarking- og videnseffekterne være mindre, jo
mindre erfaring de kommunale embedsmænd har med at bruge private leverandører. Proposition fire
ligger i forlængelse heraf med fundet, at de kommunale embedsmænd har større betydning for
effekterne fra flerstrenget servicelevering end byrådets politiske observans. Proposition fem og seks
fremhæver de konkurrencemæssige fordele, de to typer af leverandører, nonprofit og for-profit
organisationer, hver især mener at have.
Den tredje artikel fokuserer kun på videnseffekten fra flerstrenget servicelevering. En stor del af
litteraturen om plural sourcing omhandler efficiens-forklaringer, mens langt færre studier undersøger
videnseffekten. Den tredje artikel undersøger derfor, hvorvidt og i så fald hvordan vidensdeling sker i
et flerstrenget serviceleveringssystem. Den empiriske kontekst er også i denne artikel plejecenterdrift.
Fire kommuner indgår i et multiplet casestudie, og de fire cases varierer med hensyn til i hvilken grad,
der anvendes private leverandører i plejecenterdriften. For hver case er både kommunale og private
plejecenterledere, kommunale embedsmænd og direktører for de private plejehjemorganisationer
inddraget. Det vil sige, at begge sider af leverandørrelationen er inkluderet, og på begge sider er der
både repræsentanter fra det operationelle niveau (plejecenterledere) og det strategiske niveau
(embedsmænd og direktører). De fire cases afslører to strategier for vidensdeling på tværs af det
offentlige-private skel. Den ene strategi bygger primært på interne innovationsprojekter i offentligt
regi, der senere udrulles til de private leverandører. Ved den anden strategi er der fokus på, at de
offentlige og private leverandører sammen skal skabe ny eller afprøve eksisterende viden. Det ses også
i analysen, at kontraktudformningen har afgørende betydning for det efterfølgende samarbejde og
vidensdeling. Endvidere kan det være svært for både kommunale embedsmænd, de private
plejecenterledere og direktører at navigere i kravene til lokal tilpasning overfor den private
organisations egen handlefrihed og strategi.
Samlet set belyser denne afhandling altså forskellige aspekter af flerstrenget servicelevering.
Først opdeles plural sourcing-strategien i flere understrategier afhængigt af, hvad formålet med
strategien er, og hvordan serviceleveringen er fordelt mellem interne og eksterne leverandører. Dernæst
inddrages de private leverandørers perspektiv i den anden artikel, der finder, at adgangen til ressourcer
og de lokale embedsmænds erfaring med private leverandører har stor betydning for, hvilke effekter
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der kan opnås fra flerstrenget servicelevering. Afslutningsvis undersøges vidensdeling i et flerstrenget
serviceleveringssystem. Analysen viser, at vidensdeling er mulig, men kan ske på flere måder, og
kræver en del ressourcer af alle parter i et flerstrenget leveringssystem, både når kontrakten udformes,
og i det efterfølgende samarbejde.
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Abstract
There is a huge discussion on whether an increased use of contracting out will increase public
efficiency, and that the public sector needs to use the private sector more to increase innovation.
However, contracting (in-or-out) is not the only option. The phenomenon of using both internal and
external suppliers simultaneously, i.e. concurrent sourcing, has previously only been examined to a
limited extent. Two effects are typically mentioned for concurrent sourcing: First, an efficiency effect
from enhanced possibilities for benchmarking and controlling both the internal and external supplier.
Secondly, a knowledge effect from enhanced possibilities of knowledge sharing and learning between
the internal and external production. However these effects may differ depending on which supplier is
producing the largest share of the total production. We propose a typology containing four distinct
concurrent sourcing strategies by combining the aim of concurrent sourcing (efficiency vs. knowledge
oriented) and the amount produced internally and externally.

Keywords: Concurrent sourcing, make and buy, contracting out, public service provision,
government contracting
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Introduction
For public organizations an important question is how much to make and how much to buy (Brown
and Potoski, 2003a; Kettl, 2005). There has been a huge literature on explanations for the choice of
make or buy (Bel and Fageda, 2007, 2009) and the performance of the choice (Domberger and Jensen,
1997; Bel, Fageda, and Warner, 2010). Furthermore, the literature discussing whether an increased use
of contracting out will raise public efficiency is growing. It has also been argued that the public sector
needs to use the private sector more to increase innovation. However, public organizations have more
than just the option to contract in or out. Recently, a few papers have investigated why public
organizations sometimes use both internal and external production simultaneously, i.e., they apply a
so-called concurrent sourcing strategy (e.g. Bel, Brown, and Warner, 2014; Hansen, Mols, and
Villadsen, 2011; Mols, Hansen, and Villadsen, 2012). These studies show that concurrent sourcing is
a very common phenomenon in practice (Hansen et al., 2011; Hefetz and Warner, 2007; Warner and
Hefetz, 2008). An even larger and growing empirical research exists on concurrent sourcing in the
private sector (e.g. Heide, 2003; Heide, Kumar, and Wathne, 2014; Nordigården, Rehme, Brege,
Chicksand, and Walker, 2014; Parmigiani, 2007). Most of the public studies draw heavily on this (e.g.
Mols et al., 2012) without much consideration for how concurrent sourcing functions in a public setting
(an exception is e.g. Hefetz, Warner, and Vigoda-Gadot, 2014; Brown, Potoski, and Van Slyke, 2015).
However, the reasons for choosing to source concurrently may differ from private to public
organizations. One of the reasons for using concurrent sourcing in the provision of public services is
to create more competition in the market (e.g. Brown and Potoski, 2004), since concurrent sourcing
can be perceived as a strategy to complement outsourcing but at the same time reduce the need for
insourcing by the added competition in the market (Warner and Hefetz, 2012). Moreover, it is argued
that large scale outsourcing is hollowing out the state and local government (Milward and Provan,
2000; Rhodes, 1994). Concurrent sourcing can be a way to deal with hollowing out, as the public sector
keeps part of the production in-house. Therefore, the concurrent strategy secures sufficient internal
capacity within the public entity to revoke outsourcing decisions if necessary. Such a situation may
arise as a result of changes in the markets, the citizens’ preferences, and service demands (Warner and
Hefetz, 2012). Concurrent sourcing can also create benchmarks for new contracts with both for-profit,
non-profit and public suppliers.
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Furthermore, focus has increasingly been on the fact that the public sector needs to use the private
sector more to insure innovation in public service production (Brown, Potoski, and Van Slyke, 2006;
Edler and Georghiou, 2007; Edler and Uyarra, 2013). A need has been detected for more knowledge
sharing between the public and private sector, i.e., the two must work closer together, partly to create
innovations. This can for example be seen in the rapidly increasing literature on public private
partnerships (Hodge and Greve, 2007) and other hybrids forms (Bel et al., 2014). However, concurrent
sourcing is another way to increase public and private collaboration and knowledge sharing, and thus
increase innovation in both sectors further. As no new joint organization, or similar, is constructed,
concurrent sourcing may be a more obvious and simple strategy. This is an important difference as
these new joint organizations often are a challenge for public organizations and are related with risk,
which has been shown in the public private partnership literature (Hodge, 2004) and other hybrid
organizations. There are therefore multiple arguments for concurrent sourcing in the public sector
(Hansen et al., 2011; Hefetz et al., 2014). As the arguments for concurrent sourcing are very different,
we argue that a need for understanding different types of concurrent sourcing exists. Understanding the
variety of concurrent sourcing is also empirically interesting as the results regarding concurrent
sourcing literature in public organizations are rather mixed (Hansen et al., 2011). Previous results
indicate that concurrent sourcing works differently in different settings and, potentially, that there are
distinct types of concurrent sourcing strategies. We therefore propose a typology for different
concurrent sourcing strategies and explain how the different strategies may interact and how the
strategies are expected to function in the public sector.
In the literature there are two overall goals with concurrent sourcing, either aiming at efficiency
or knowledge sharing (Puranam, Gulati, and Bhattacharya, 2013). Moreover, there can be different
types of concurrent sourcing based on the level of internal/external production. The composition of the
concurrent sourcing strategy is an aspect often forgotten in the literature (Puranam et al., 2013;
Krzeminska, Hoetker, and Mellewigt, 2013). Yet, major differences between having mainly internal
production with a minor part being produced externally versus having mainly external production with
a minor internal production exist. Based on whether the focus is on efficiency or knowledge sharing
and whether the main part of production is internal or external, we propose a typology on differences
between concurrent sourcing strategies.
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In the following we first propose our typology and suggest four overall types of concurrent
sourcing strategies. We argue why they are relevant for public organizations and develop propositions
for each of the concurrent sourcing strategies. We consider the boundary conditions for the strategies
and potential interactions between the efficiency and knowledge transfer effects. Next, we elaborate
on whether and where these arguments can be found in a public setting drawing on formerly studied
public service areas where concurrent sourcing has been investigated. Finally, we discuss a future
research agenda for investigating different concurrent sourcing strategies in the public sector.

Theory
Within the literature on concurrent sourcing, many definitions of when an activity is actually being
sourced concurrently exist under a variety of names: concurrent sourcing (Parmigiani, 2007; Hefetz et
al., 2014), plural sourcing (Krzeminska et al., 2013; Puranam et al., 2013), tapered integration (Porter,
1980; Harrigan, 1983), bi-sourcing (Du, Lu, and Tao, 2006), dual sourcing (Mols, Sloth, and Thrane,
2010), and ”make and buy” (Lim and Tan, 2010; Hansen et al., 2011). We follow Bradach and Eccles’
(1989) definition of plural forms as “distinct organizational control mechanisms operating
simultaneously for the same function by the same firm” (p. 113). We, however, limit the focus to service
provision, i.e., we analyze decisions regarding contracting out. Brown et al. (2015) investigate local
governments’ use of mixed service delivery and define mixed delivery as “an alternative that combines
elements of both direct and contract delivery. Under mixed delivery, the financing, production, and
management can be split or shared between the government and a partner organization, such as a
government, non-profit, or private firm” (p. 4). Our understanding of concurrent sourcing is narrower.
First, in concurrent sourcing the public organization is responsible for the financing of the entire service
delivery, i.e., public-private partnerships are part of the mixed service delivery concept, but are not
considered concurrent sourcing. Secondly, Brown et al. (2015) suggest that a government can pursue
mixed service delivery as a multilateral network coordinator and overseer. Such a mixed delivery
strategy implies that the public organization is performing different tasks than the partnering
organizations. Instead we argue that for a mixed service delivery strategy to be concurrent sourcing,
the production of the service must be split.
An important distinction between concurrent sourcing and hybrid forms of governance, as
defined by Williamson (1991), is that hybrid forms combine features of the hierarchy and market. For
instance, Albalate, Bel, and Fageda (2014) investigate the extent of private involvement in the
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European airport industry. In their view, shared ownership of an airport is considered partial
privatization, whereas such an arrangement would be classified as a hybrid form according to
Williamson. In the public sector literature there are many papers on these hybrids, e.g., the large
literature on public private partnership (for a review see Hodge and Greve, 2007). Yet, concurrent
sourcing may be at least as relevant as it is a much less demanding strategy. For example, it does not
include the same amount of risks as joint organizations that often have some type of joint ownership.
However, concurrent sourcing has received much less interest, though the interest has increased
recently.
In some public service areas the choice of sourcing strategy is similar across the public authorities
responsible for the service provision. Since public organizations within the same service area face
similar challenges, this is expected. However, Ménard (2013) identifies several reasons for
organizations to make different decisions on the optimal governance structure, even though they are in
the same industry. Different sourcing strategies can be chosen for the same service because: 1) There
may be doubts about which way to organize the provision in order to get the wanted benefits from the
chosen sourcing strategy (Ménard, 2013). For some public services, quality is prioritized heavily, for
other services, efficiency is the top priority. However, how to get these benefits, often wanted at the
same time, can be unclear and/or influenced by political beliefs (Brown et al., 2006). 2) If a high level
of complexity exists in an organization, complexity can create uncertainty about which governance
structure is the most efficient, e.g., how transactions are best monitored (Ménard, 2013). Since public
organizations, e.g. municipalities, undertake the provision of many, very diverse services, high levels
of complexity within these organizations must be expected. 3) Strategic behavior may vary with respect
to which benefits are wanted from the governance structure (Ménard, 2013) while simultaneously
facing control difficulties for a transaction. In a public context, strategic behavior can be heavily
influenced by political beliefs and the general public opinion. According to Ménard, all of these factors
lead to pressure for concurrent sourcing.
The use of concurrent sourcing in the public sector is both examined in general (e.g. Miranda
and Lerner, 1995; Warner and Hefetz, 2008; Brown et al., 2015) and in more specific areas such as
water supply services (Porcher, 2016), refuse collection (Savas, 1977), school cleaning, IT
maintenance, road maintenance, and job activation (Hansen et al., 2011). Empirical results suggest that
concurrent sourcing enhances competition in markets and secures internal production capacity at the
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public organization responsible for providing the service in the case the private supplier fails to deliver
(Warner and Hefetz, 2012). In line with this, Hefetz et al. (2014) find that total contracting out is used
to a larger extent when the external supplier is another public organization, whereas partial contracting
out is used to a larger degree when the external supplier is a for-profit organization. The latter is done
to continuously ensure citizen interest and reduce potential contracting risks. It is still not clear what
impact concurrent sourcing has on performance. Mols et al. (2012) investigate different measures of
supplier performance and find that concurrent sourcing decreases the negative effects of asset
specificity, technological uncertainty, and performance uncertainty. The results depend, however, on
how concurrent sourcing is measured. Furthermore, Savas (1977) finds that when a consortium of
private firms started collecting refuse in part of Minneapolis, the city department closed the initial gap
between the two in terms of costs and performance after a new competitive pressure was introduced.
Porcher (2016) examines how concurrent sourcing affects performance in water public services and
finds that concurrent sourcing has positive impact on quality performance but results in higher prices.
On the contrary, Miranda and Lerner (1995) find that arrangements with both a private or non-profit
supplier and some in-house government production in general are cost effective. In some cases, these
mixed arrangements are even more cost effective than exclusive production by the private sector.
While the former research shows rather mixed results, the former studies clearly show that
concurrent sourcing is a substantial empirical phenomenon which also seems to be stable and not only
a transition going from one way of production to the other (Hansen et al., 2011). Overall, there therefore
seems to be a need for understanding concurrent sourcing better. We proposed that one potential
explanation for these mixed results is that there is not only one single concurrent sourcing strategy but
a variety of different strategies. In the following we argue that there can be four main types of strategies
for concurrent sourcing.
There are two major streams of literature on concurrent sourcing with very different assumptions
(Puranam et al., 2013). One stream assumes that organizations need to deal with performance
uncertainty and opportunism in order to enhance efficiency. Because of the uncertainty of both the
supplier’s motives and how to evaluate the actual performance, there exists a fundamental need for
controlling the suppliers, both the private supplier and the internal one. Concurrent sourcing is a means
to reduce such uncertainty and opportunistic behavior because having both an internal and an external
supplier allows for comparisons of costs, quality etc. (Miranda and Lerner, 1995). The other stream
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argues that organizations need to build resources and knowledge to improve value creation and
innovation and reduce technological uncertainty. In that case, concurrent sourcing is a way to increase
the sourcing organization’s and/or the external supplier’s knowledge base if the knowledge possessed
by the public and the private supplier differ (Krzeminska et al., 2013; Parmigiani, 2007; Puranam et
al., 2013). Concurrent sourcing can reduce technological uncertainty, but requires more trustful
relationships with suppliers than the case of simply letting the two suppliers compete with each other
and then compare them (Krzeminska, 2008; Parmigiani, 2007). The two streams therefore clearly
represent two very diverse views of the goal of concurrent sourcing.
Moreover, there are also major differences between the different types of concurrent sourcing.
Puranam et al. (2013) develop their model on concurrent sourcing as a continuum from complete make
to complete buy, everything in between being concurrent sourcing, and identify the attributes pushing
for either make, buy, or concurrent sourcing. However, they do not discuss the differences between
various placements on the continuum, i.e., different combinations of internal and external production.
At one extreme it can be mostly internally based (e.g. 90 percent internal production). At the other
extreme, it can be highly dependent on external sourcing (e.g. only 10 percent internal production).
Unless the concurrent sourcing strategy consists of roughly 50 percent internal production and 50
percent external production, one of the two suppliers will be the primary source of production. We
argue that it makes a difference for the organization whether its own production is the primary
production source. Combining the two basic assumptions: the aim of concurrent sourcing (efficiency
vs. knowledge) and type of concurrent sourcing (mostly internal vs. mostly external sourcing), we
propose four different concurrent sourcing strategies, as shown in table 1. Arguments for each strategy
will be discussed in the following.
Table 1. Overall framework: four concurrent sourcing strategies.
Mostly external production

Mostly internal production

Efficiency focus
Knowledge transfer focus
P1: Benchmarking and control of P4: Knowledge transfer to
mainly the external production
private supplier to improve
external production
P2: Benchmarking and control of P3: Knowledge transfer from
mainly the internal production
private supplier to improve
internal production
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Efficiency as the main purpose
The efficiency stream mainly draws insights from transaction cost theory and agency theory (Santos
and Eisenhardt, 2005). Previous studies who apply a transaction cost perspective on concurrent
sourcing have mainly found that the strategy was applied due to transactional heterogeneity (He and
Nickerson, 2006). Transactional heterogeneity means that differences in the governance structure
(make or buy) are caused by differences in the underlying transaction; as is predicted by traditional
transaction cost theory (Williamson, 1985). According to Mols and Ménard (2014) concurrent sourcing
moderates the negative relationship between transaction specific assets and performance because the
internal production gives the company a termination safeguard. The organization can end the
relationship with the supplier in the case of supplier opportunism and simply expand the internal
production instead. The termination safeguard is especially important in a public context where
governments are legally required to provide certain public services to the citizens (Warner and Hefetz,
2012). However, Mols and Ménard (2014) question why the ability to internalize production itself is
not a sufficient threat. It is unclear from the existing literature how large a proportion of internal
production is necessary for the internal production to be a genuine termination threat. Parmigiani
(2007) expects that it is necessary for a larger part of the production to be produced internally for the
threat to be believable in cases with high asset specificity. This point is also supported by Beladi and
Mukherjee (2012). They claim that a credible commitment to in-house production is important for
concurrent sourcing to last over time.
According to agency theory, the risk of opportunism arises when everything is bought externally,
as information asymmetries exist between the supplier and buyer (Bergen, Dutta, and Walker, 1992).
Internal production can decrease these asymmetries. Heide (2003) notes that the positive effect from
internal production does not require that a large amount is produced internally. Thus, when wanting
mainly efficiency through external production “plural forms may be a strategy for ‘managing’ markets”
(Heide, 2003, 26). In line with the argument that suppliers need to be controlled by the outsourcing
organization, another reason for keeping some of the total production internally is bargaining power.
Stenbacka and Tombak (2012) argue that if an organization chooses to either produce the entire needed
amount internally or buy the amount externally, it may lose bargaining power to the exclusive supplier.
These arguments about keeping part of production internal are related to the issue of hollowing out the
public sector. The argument is that the public organization will lose both capabilities and control over
the service production by contracting it all out (Rhodes, 1994). The concurrent sourcing strategy may
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therefore be even more important in the public sector, since the public sector often has obligations to
deliver some services; if they contract all activities out, external suppliers are difficult to control as no
internal benchmark exists. Further, it will be harder to reverse the outsourcing decision at a later point
in time. Based on the above, the following proposition is stated:
P1: When most of the total production is provided by an external supplier, information from the
internal supplier is used to benchmark and control the external supplier.
A type of uncertainty that can be mitigated by concurrent sourcing is demand uncertainty. If the
demand for a service is volatile, performance can decrease because unpredictable demand makes it
harder to plan production (Mols, 2010a). Examples of this in public services are the need for health
care, nursing homes, and supply utilities in local areas that depend heavily on one local firm’s demand.
By using concurrent sourcing, the internal production capacity is set close to maximal production
capacity, and the remaining demand is covered through external sourcing. Demand fluctuations have
less impact on the sourcing organization’s sensitivity towards excess production capacity, as the cost
of keeping excess capacity is transferred to the external suppliers (Adelman, 1949). Normally, we
expect a negative relation between demand uncertainty and performance, as excess capacity represents
financial resources that could be used more efficiently for other purposes. Concurrent sourcing reduces
demand uncertainty and moderates the negative relationship between this kind of uncertainty and
performance (Mols, 2010b).
One of the requirements for use of benchmarking is that the services provided internally and
externally are very similar (Krzeminska et al., 2013). If they are not, the information from the supplier
providing the smallest part of total production will be useless in terms of controlling the largest
supplier. In the sense that the internal and external supplier are competing on different terms, it seems
likely that one of the suppliers will perceive such competition as unfair, which may lead to
opportunistic behavior from the displeased supplier (Heide et al., 2014). The requirement of similarity
in the service provided applies no matter whether the internal or external supplier provides the main
part of the service. Reversely, if access to external information through the supplier is wanted, the
internal production should be seen as dominating in the sourcing strategy (Nordigården et al., 2014).
In the event that local government faces strong labor unions (Mols and Ménard, 2014) or other powerful
stakeholders are present within the organization (Coff, 1999), controlling internal production can be
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problematic if the entire amount is produced internally. This means that the organization’s dependence
on the internal production can also be reduced by using concurrent sourcing (Mols et al., 2010). In line
with the arguments stated for P1, the information that follows from buying from an external supplier
can be used to control how efficient the internal production is. Therefore, we state the following
proposition:
P2: When most of the total production is provided by an internal supplier, information from the
external supplier is used to benchmark and control the internal supplier.
Knowledge transfer as the main purpose
According to Brusoni, Prencipe, and Pavitt (2001), organizations’ external knowledge relations are
becoming more and more important through the increase in and specialization of knowledge
production; this is often mentioned in relation to public organizations because of their complex tasks.
The knowledge effect is based on arguments originated in the resource based view (Mols, 2010a;
Santos and Eisenhardt, 2005). According to the resource based view, sourcing decisions are determined
by the resources and capabilities possessed by the sourcing organization, i.e., organizations delivering
the same product or service may make different sourcing decisions due to differences in their attributes
(Barney, 1991; Wernerfelt, 1984). Porcher (2016) includes variables from the resource based view in
his study of municipalities’ use of concurrent sourcing in water services. He finds a positive
relationship between the municipalities’ contracting capabilities and concurrent sourcing and a
negative relationship between production capabilities and concurrent sourcing, i.e., municipalities with
superior production capabilities to a larger extent rely on their own internal production than external
suppliers. Porcher (2016) does not, however, address knowledge transfer between the municipality and
the private supplier. The studies previously dealing with knowledge effects assume that knowledge
transfer is possible and are typically build on the logic of absorptive capacity. Internal production is a
source of absorptive capacity that makes it easier for the company to understand and absorb knowledge
from the external environment (Cassiman and Veugelers, 2006). Hence, internal production eases
knowledge transfer, even though knowledge may be used in functions other than direct production,
e.g., maintenance or quality control. Parmigiani (2007) argues that there can be an advantage from
sharing knowledge and that a concurrent sourcing strategy increases the absorption capacity which in
turns eases knowledge sharing. In a public setting, Hansen et al. (2011) find that concurrent sourcing
is more likely to happen when both the internal and external expertise is high. As supported by Grimpe
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and Kaiser (2010) the probability of external knowledge being used in a way that is unique, less generic,
and therefore more valuable, depends first and foremost on the amount of existing knowledge within
the organization. The absorptive capacity is theoretically an important factor for the sourcing
organization in order to learn from its environment, and in the case of concurrent sourcing, its external
supplier.
Knowledge transfer is particularly important in services areas with technological uncertainty, a
concept closely linked to the resource based view. Frequent changes in technology require flexibility
from the organizations but at the same time a need to learn from the environment (Krzeminska et al.,
2013). The knowledge effect from concurrent sourcing is a way to deal with technological change and
uncertainty, as the strategy offers an extended knowledge base to the sourcing organization. When the
external and internal knowledge of a service area are combined, the sourcing organization’s knowledge
base becomes more divers, and the organization has knowledge of several technologies’ development
and future potential and thus, avoids committing itself to only one technology (Mols, 2010a). Based
on the argument that a large amount of internal production secures the necessary absorptive capacity
and hence enables the organization to learn from an external supplier, the following proposition is
stated:
P3: When most of the total production is provided by an internal supplier, transferring knowledge is
used to increase the internal supplier’s knowledge base.
With the strategy presented in P3, the knowledge possessed by the external supplier may be
increased to some extent as well. In order to meet the organization’s needs more accurately, it can be
beneficial for both parties that the external supplier learns more about the sourcing organization itself
and the context it operates in. Such learning will secure that the knowledge transferred into the sourcing
organization is more relevant and useful in the specific setting. However, the transfer is only expected
to occur as long as it benefits the quality of knowledge coming into the organization. Spending
resources on educating external suppliers above this certain point will increase the costs more than is
gained by doing so.
Instead of focusing on how the sourcing company can learn from the external supplier’s
knowledge, a focus point is also how internal capabilities can be used more directly in relation to the
supplier. It is questionable whether the benefits of producing in-house while outsourcing are
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significantly greater than those potentially gained by replacing the internal production with employees
who have specialized knowledge about the outsourced service and then using that knowledge to
monitor and control suppliers. Brusoni et al. (2001) argue that a gap between what organizations make
and what they know may exist. Their argument is that some technological knowledge concerning the
production may be relevant in order to understand, develop, and/or produce other parts of a complete
product or service. However, knowledge has to be kept up-to-date over time which is probably ensured
best if the sourcing organization is involved directly in the production. Hence, the argument put forward
here supports Parmigiani and Mitchell’s claim that ”firms often need to make in order to know” (2009,
1065, emphasis in original). However, if the organization possesses sufficient expertise, some of the
production can be outsourced. In other words, it can be desirable that most of the service is provided
by the external supplier because of economies of scale advantages or other cost and knowledge
advantages held by the supplier. The sourcing organization can still possess knowledge, for example
derived from previous experience that can be of great value, in terms of costs and quality, for the
general service provision. In a public setting, this is especially true, since public service provision is
subject to much, often complex, legislation. Insights in legislation are often necessary or at least
valuable to a private supplier to be able to undertake the outsourced services in a manner that is both
efficient and meets the required standards. However, private suppliers may not possess knowledge
about all rules and regulation, and knowledge transfer from the public authorities to the private
suppliers is therefore valuable for both private suppliers and the outsourcing authorities.
The mechanism of sharing the organization’s knowledge may be even more important in public
organizations where value appropriation is not the key focus, but instead value creation for the
stakeholders (Hansen and Ferlie, 2016). For the public organizations it is not necessarily a problem to
transfer knowledge to private organizations, if it can help the citizens in general. In a public setting
with a service provision responsibility, the internal knowledge is furthermore important as it secures
the ability to conduct the task if the supplier fails to deliver. Based on the above, the following
proposition is stated:
P4: When most of the total production is provided by an external supplier, transferring knowledge is
used to increase the external supplier’s knowledge base.
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Possible interactions between efficiency and knowledge effects
The four strategies may not necessarily be mutual exclusive. There can be a number of potential
interactions between them. With a highly externally-based provision strategy, knowledge sharing and
efficiency may exist together. However this potential coexistence depends on what kind of knowledge
that needs to be shared. Knowledge possessed by public administration such as legal requirements etc.
can easily be shared, since the administration has an interest in getting efficiency effects from using an
external supplier. Is the knowledge sharing on the other hand dependent on the in-house operational
staff to transfer the knowledge, it may be harder to obtain under benchmarking conditions. The inhouse staff may fear a complete outsourcing of the service due to efficiency reasons after having
handed over valuable knowledge to the external supplier. The internal staff will then either get a new
employer or lose their job. These potential conflicting interests from the administrative and operational
staff may hinder knowledge transfer when it is a matter of operational knowledge.
With a highly internally-based provision strategy, we argued that the limited use of external
suppliers was either to benchmark the internal production or to gain access to knowledge possessed by
the private sector. It may be possible that these two effects can work together. In services where several
production units are needed within a municipality, e.g., schools and nursing homes, these units can be
internally benchmarked as well as externally. The operational staff at the different units may be more
inclined to exchange knowledge with externally suppliers if this results in better performance relatively
to the other internal production units. In this case, benchmarking, and hence the efficiency effect, may
actually give some incentives to work together with the external partner and adopt new knowledge.
Boundary conditions for the propositions
The proposal of the four concurrent sourcing strategies is only a first step, as there is a great need for
further research on the boundary conditions for the propositions. In general, the concurrent sourcing
literature lacks findings and discussion on which levels of transaction costs, uncertainty, and absorptive
capacity are optimal for the performance of the concurrent sourcing mode. Brown et al. (2015) find
that the probability for choosing mixed service delivery increases when more specialized investments
in the service delivery are needed. In other words, when the asset specificity increases, the likelihood
of using a concurrent sourcing strategy increases. However, this is only true up to a certain point;
according to transaction cost theory, the production should be internalized if asset specificity is too
high. Large investments specific to the service delivery make the transaction less attractive for the
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external supplier if the time frame for delivering the service has not got a sufficient length to get the
investments covered. It is unclear at which levels of asset specificity the concurrent sourcing mode
experiences a high performance and at which it does not. In line with this, it is unclear at what point
the organization reaches the sufficient amount of knowledge to be able to absorb external knowledge
or how much technological uncertainty is needed for concurrent sourcing to perform the best.

The strategies’ applicability for different service areas
For government at different levels (e.g. local and state) there are different reasons for applying an
internally based versus externally based concurrent sourcing strategy. Even though most of the service
production is contracted out, government still has the overall obligation and responsibility to provide
the service (Kolderie, 1986). Keeping a small part of the production internally will in some cases secure
production capabilities that can be rolled out on a larger scale, if needed at a later point. Government
also avoids hollowing out competences, which is the risk with complete outsourcing (Milward and
Provan, 2000; Rhodes, 1994) because of the small internal production. On the other hand, arguments
do exist for applying an internally based concurrent sourcing strategy. If the demand for the service is
volatile, government can produce the most certain demand while external suppliers handle the volatile
part of the demand. The public organizations often have an obligation to provide the service without
interruptions, whereas the private company can say no to orders or adjust their prices in periods with
high demand. Moreover, for some services, competitive markets do not always exist (Warner and
Hefetz, 2008; Brown et al., 2015). While such markets are in their infancy, it makes sense to contract
only a small part of the production out, as the market may not be ready to handle a complete outsourcing
and it may be perceived as too risky from the local government’s point of view.
The question is how empirically relevant the four concurrent sourcing strategies are in the public
sector and in specific service areas. Hansen et al. (2011) and Mols et al. (2012) show a variety in the
different degrees of concurrent sourcing (i.e. most internal/external production) across different service
areas, which implies that the four different strategies are likely to occur in different settings. We thus
expect that the concurrent sourcing strategies used vary a lot across service areas. In some service
areas, an extended use of benchmarking is likely to be used, while there exists a larger need for
knowledge sharing in other areas. The same goes for the distribution of production between the public
and private supplier. We therefore expect that some of the earlier areas studied in regard to concurrent
sourcing in the public sector (that is, refuse collection, water supply, school cleaning, road
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maintenance, and IT maintenance) differ in their likelihood of strategies used. Further, we expect that
the organization specific characteristics influence the use of concurrent sourcing strategies, e.g.,
organizational size, capabilities and change in organizations. For instance, municipalities with superior
contracting capabilities use concurrent sourcing in water supply services to a larger extent than other
municipalities according to Porcher’s results (2016). When investigating interactions effects between
capabilities and transaction costs, he finds that such capabilities have a declining effect on the use of
concurrent sourcing, when transaction costs are high.
For a relative simple task like school cleaning, the reason for using concurrent sourcing is more
likely to be due to benchmarking (either benchmark the internal or external production) because the
demand for knowledge sharing is not the same as for a more complicated task. Refuse collection is
another service task we expect to utilize mostly efficiency strategies. We expect that local government
keeps some refuse collection in-house to have the possibility of benchmarking the external supplier.
Yet, we also expect that the concurrent sourcing strategies are more externally based if the general
external suppliers have greater expertise and scale than the municipalities (e.g. the external supplier
can increase their expertise and scale by delivering service for multiple local governments). A similar
argument about expertise and scale is found in road maintenance; the private supplier can benefit from
having greater scale and expertise, again from maintaining roads for several municipalities. Yet, the
municipality still needs to keep some internal production to deal with its responsibility for the roads
within its jurisdiction. Yet this varies from setting to setting, since larger municipalities will have
greater expertise and scale relative to smaller municipalities. However, knowledge sharing strategies
could also be expected, i.e., in periods where the refuse collection changes. For instance, many
countries experience changes in how garbage is sorted and recycled, which may increase the needed
knowledge for refuse collection. IT maintenance is an area that can hardly be considered a core service
for the public sector. However, there are large dependencies between providing a specific service and
the underlying IT system. Sufficient knowledge of the service area and its legal requirements is
essential for making the right IT to support the service, e.g., in terms of documentation. For government
officials to be able to understand and specify the IT needs for a service area, an internal IT department
plays a key role. The need for knowledge transfer, in some instances from internal to external supplier,
in others the opposite direction, is likely to persist over time as the service area develops. In general,
understanding the complexity of the specific task is therefore of great importance. Again, this
emphasizes that the sourcing strategies depend on the specific context.
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The services included in former studies of concurrent sourcing in the public sector are mainly of
a technical character. Social services have been used to a lesser degree as case in concurrent sourcing.
However, it is unclear whether social services, that generally are argued to be more difficult to measure
the performance of (Petersen, Houlberg, and Christensen, 2015), will cause a need for benchmarking
or knowledge sharing. Maybe due to measurement difficulties, Brown et al. (2015) find that concurrent
sourcing in social services is more likely to happen with a non-profit external partner. Benchmarking
through a concurrent sourcing strategy may in fact be helpful in monitoring social services such as
child care, nursing homes, teaching etc. It varies from country to country whether government provides
such services or not. In Scandinavia where the welfare state for many years has been the largest
provider of such services, contracting partially out can be used to increase efficiency in social services
because benchmarking is made possible. The concurrent sourcing strategy may especially be used in
weak and thin service markets, which are argued to be the case for social services (see e.g. Van Slyke,
2003). Having minor levels of outsourcing that can be benchmarked against internal production is a
way to create markets in the longer run. In other countries, the concurrent sourcing strategy is the
opposite because the public organizations build up service areas that they did not have earlier, e.g.,
some countries did not have public elderly homes and now have to establish these. When concurrent
sourcing is used to build up either a market or internal service production, both cases illustrate some
of the dynamics of the concurrent sourcing strategies.
At the same time, some local governments may feel a need to increase their knowledge base
concerning social services as it is a field focusing more on increasing evidence based performance of
the tasks (Nutley, Davies, and Smith, 2000). The use of external suppliers is a way to get access to
different type of knowledge; having non-profit organizations as suppliers can be a strategy to access
knowledge that public organizations do not have to the same extent. Bel et al. (2014) discuss the
differences between using private and non-profit suppliers, and Moore (2000) argues that one of the
strength of the non-profit organization is the time and effort donated from volunteers. Gaining
knowledge on effective volunteer management offers great potential for some services areas delivered
directly by public authorities. Often, social services rely on or entail complex social relations where
different organizations such as public, non-profit, and for-profit may have different insights and
knowledge that would be fruitful for all organizations to share.
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Discussion
Overall, this paper contributes by proposing four concurrent sourcing strategies and the theoretical
argumentation behind the four strategies. Future studies are needed to examine the strategies
empirically and especially in which context the different strategies and theoretical rationales are best.
It could for instance be interesting to understand how differences in e.g. degree of competitive market,
assets specificity, service measurability, and complexity between areas (Brown and Potoski, 2003b)
influence the use of strategies. Equally interesting is it how the strategies can be used in varied areas,
since technical and social services have been shown to differ in regard to contracting out (Petersen et
al., 2015)
Though each of the four strategies is rather simple to understand, they also raise two fundamental
issues that research on concurrent sourcing needs to consider. The first issue is the relationship between
the buyer and supplier; the relationship can be even more complex in the public sector which is
influence by a lot of rules and regulations (Brown, Potoski, and Van Slyke, 2016), and as we argue in
this paper that some unique characteristics may exist within the public context which can influence the
strategy used. Second, the concurrent sourcing strategies raise the issue of the stability of the four
concurrent strategies; are they stable strategies or a transition to another type of sourcing? After
discussing the issues of relationship and stability, the discussion ends with a proposal for future
research on concurrent sourcing and more specifically these four sourcing strategies.
Relations
The two objectives of the concurrent sourcing strategies presented here, efficiency and knowledge
transfer, may lead to very different supplier relations. The requirements in terms of coordination and
collaboration depend on what type of knowledge that has to be transferred. Nickerson and Zenger
(2004) argue that more complex problems need more coordination and are hence best undertaken
within the hierarchy. This governance structure is not immediately possible when it comes to
knowledge sharing between organizations. The primary risk for knowledge-sharing companies is the
“likelihood of unilaterally or disproportionately losing one’s own core capability or skill to the partner”
(Kale, Singh, and Perlmutter, 2000, 217). Knowledge spillovers can mean that knowledge not meant
for sharing is nevertheless shared. As the internal production and the supplier can be perceived as a
competitor to the supplier in a concurrent sourcing setting, such knowledge spillovers can render
potentially high costs for both parties. Where some argue that trust is important for knowledge sharing,
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Janowicz-Panjaitan and Noorderhaven (2009) emphasize the importance of trust on the operational
level, i.e., that the personnel hired by the public organization directly and the external supplier’s
personnel trust each other.
Heide et al. (2014) conclude that because the supplier perceives monitoring and control as more
legitimate when based on internal production the effect of these governance mechanisms will be higher
under concurrent sourcing than complete outsourcing. This is a key finding as previous research has
shown that increased monitoring under certain circumstances can lead to more opportunistic supplier
behavior (Heide, Wathne, and Rokkan, 2007). The study made by Heide et al. (2014) furthermore finds
that when solidarity norms are used as a governance mechanism as part of a concurrent sourcing
strategy, the supplier to a larger extent acts opportunistically. Solidarity norms means that the
relationship between the sourcing company and the supplier is considered valuable itself. Such norms
will therefore decrease goal divergence and initial transactional difficulties. The authors find that
concurrent sourcing undermines solidarity norms, either because internal production in this scenario is
perceived as missing commitment in the supplier relation or because the sourcing company has goals
that are different from the goals the supplier expected to be similar for the two.
In regard to public organizations, there may be some challenges in constructing relationships that
can benefit knowledge sharing, as public organizations are under very strict procurement rules to insure
accountability, fairness, etc. It is found that there is much more red tape in public procurement
compared to private procurement. Though procurement rules are changing towards more innovative
and flexible opportunities for contracts, the public organizations’ rules will still be a challenge for long
term collaborative relationship. On the other hand, as formerly mentioned, the goal of public
organizations is not value appropriation, and having other goals instead may influence the sourcing
decision, also in regard to concurrent sourcing (Hansen et al., 2011). Public organizations are therefore
in general more likely to be able to collaborate, especially if they collaborate with other public
organizations that also have value creation, not appropriation, as their key goal. Furthermore, one of
the key points of Hefetz et al. (2014) is that collaboration with other public organizations is less risky
than collaboration with for-profit organizations. Thus, the opportunity of knowledge sharing with an
external supplier also depends on the ownership of the supplier.
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Stability
A theme in the literature on concurrent sourcing is whether the concurrent sourcing strategy continues
to exist in the long run or if it is abandoned for a single sourcing strategy, i.e., make or buy. For both
strategies concerning either an efficiency or a knowledge transfer objective, it can be argued that
concurrent sourcing is just a temporary phenomenon when an organization is changing its sourcing
strategy from complete make to complete buy or vice versa (Mols, 2010a). However, both efficiency
effects and knowledge effects may diminish over time leading to a single sourcing strategy as the most
efficient. When it comes to knowledge transfer, it may not be needed in the long run but only in a
transition period. When the necessary knowledge is transferred, one of the supplier relationships, either
the internal or the external, is terminated. On the other hand, if the technological uncertainty in a service
area remains at a high level, knowledge transfer may be necessary in the long run as well (Parmigiani,
2007; Krzeminska et al., 2013).
Nickerson and Zenger (2002) argue that concurrent sourcing is a temporary phenomenon, only
used in transitions between complete in- or outsourcing. Similar to this, concurrent sourcing can be
perceived as keeping all options open and then deciding on a more permanent sourcing strategy later
on (Alvarez and Stenbacka, 2007; Lim and Tan, 2010; Du et al., 2006). Applying an agency
perspective, Heide (2003) argues that concurrent sourcing is particularly useful in order to reduce
information asymmetries when choosing a supplier. It is particularly important in the public sector
because of the complexity of tasks (Brown et al., 2016). When the supplier and buyer come to know
each other better through direct interaction, the supplier’s characteristics is revealed for the buyer, and
the need for concurrent sourcing as a source of information, and hence control, will be more redundant
(Heide, 2003). Furthermore, supplier relationships can evolve over time and become more specialized,
which might decrease the principal’s ability to control the external supplier further (White, 1985). In
terms of efficiency, using a concurrent sourcing strategy permanently would require that the supplier
relationship does not become specialized over time or that information asymmetries in some way
continues to exist.
According to Mols and Ménard (2014) concurrent sourcing can also occur as a result of lock-ins.
When an organization is forced to use a specific form of governance for parts of the production, a lockin exists. This aspect is even more important in the public sector where public authorities often have a
delivery responsibility. Lock-ins occur when an organization struggles to terminate the internal
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production due to labor contracts, legislation, or labor unions (Puranam et al., 2013). The latter point
is supported by Parmigiani (2007) who finds that companies greatly influenced by unions experience
larger difficulties when complete outsourcing is wanted. Again, this is highly relevant in a public sector
with large levels of legislation (Brown et al., 2016) and often highly influenced by unions.
Technological changes can also lead to the phenomenon that production relying on long-term
obligations, both internally and externally, becomes inefficient. Overall, concurrent sourcing then
occurs because the organization is tied to a more inefficient governance form compared to alternative
forms of governance. In such a case, the concurrent sourcing will imply larger costs than if the most
efficient governance form is used entirely. According to this argument, the concurrent sourcing
solutions optimal under lock-ins are not optimal in the long run (when the lock-ins disappear), and the
strategies are therefore not permanent (Mols and Ménard, 2014). Similarly, if the sourcing
organization’s internal production primarily is upheld because it represents large sunk costs, the
internal production is likely eventually to be replaced by external suppliers (Mols et al., 2010).
However, resourced based explanations for concurrent sourcing come to a different conclusion;
when technological uncertainty continues to remain, the sourcing organization and the external supplier
depend on each other permanently (Parmigiani, 2003). Such a dependency is caused by a continuous
need to stay updated in terms of new knowledge and new technologies. Especially in hightechnological areas you can imagine a permanent need for concurrent sourcing because of the
knowledge complementarity effects the concurrent sourcing strategy presents. However, when it comes
to the optimal production set-up, Puranam et al. (2013) expect that the knowledge effects are most
significant for relatively new production technologies where there is still a lot to be resolved It could
therefore be expected that the knowledge synergies will decrease over time. Furthermore, knowledge
effects will to a larger degree occur in dynamic environments with technological uncertainty but are
likely to be temporary (Mols and Ménard, 2014). Due to the increasing want for evidence-based
approaches, knowledge effects may be more likely to occur in social service areas.
Krzeminska (2008) argues that concurrent sourcing will continue to be valuable for the sourcing
organization when the amount of uncertainty continues to stay at high levels over time. Empirically,
Parmigiani and Mitchell (2009) find that concurrent sourcing is a stable phenomenon over time and
not just a transition from internal production to buying from external suppliers or vice versa. They also
discover that practitioners can identify examples from real life where the strategy is used over a long
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time span. In their study, almost 60 percent of the companies using a concurrent sourcing strategy have
always used that strategy. Less than 12 percent find it likely that they will chance the strategy
(Parmigiani and Mitchell, 2009, 1075). Hansen et al. (2011) also investigate whether the surveyed
municipalities expect to change the sourcing decision in the future. The results indicate that the
concurrent sourcing strategy is rather stable over time.
Future studies on concurrent sourcing and the four strategies
First of all, there is a need for qualitative studies in regard to understand how managers and decision
makers think and reason about concurrent sourcing, especially whether the concurrent sourcing
phenomenon and the four specific strategies are something managers use deliberately. Equally
important is it to understand under what conditions these different strategies are best used, e.g., in
which contexts they are most suitable. In general, a challenge within the concurrent sourcing literature
seems to be that it is very context specific. We therefore see a need for investigating empirically and
theoretically the conditions under which different strategies are used and furthermore perform best.
This also relates to the issue that we need more quantitative and generalizable studies of concurrent
sourcing. Though several interesting quantitative studies have been conducted on concurrent sourcing,
the literature still needs studies using questionnaires specifically constructed to understand the
mechanism of concurrent sourcing. Former studies have generally used questions traditionally used to
understand make-or-buy which can be very helpful, but there is a need to use both the direct and indirect
approaches to study concurrent sourcing. Furthermore, it is indeed highly relevant to investigate the
performance implications of concurrent sourcing strategies. However, performance is a multifaceted
concept, especially in the public sector, and as these different concurrent sourcing strategies have
different aims, future research needs to investigate performance more broadly. Moreover, we need to
understand both sides of the supplier relationship; how do the buyer and supplier use concurrent
sourcing and what do they think about these concurrent sourcing strategies. Such understandings are
highly relevant in regard to the four concurrent sourcing strategies. Finally, future studies in a public
setting need to consider public characteristics more specifically, for example like Hefetz et al. (2014),
who argue that there may be major differences between whether the supplier is a private organization,
another public organization, or a non-profit organization. The type of supplier may also influence the
concurrent sourcing strategies.
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Conclusion
The key contribution of this paper is the proposal of four distinct strategies for using concurrent
sourcing. It is based on whether the focus of using concurrent sourcing is efficiency or knowledge
sharing and based on the level of internal and external production. We proposed four different
propositions (one for each strategy) that future research can test. We also argued why these strategies
can help deal with some of the challenges of contracting in the public sector e.g. hollowing out, the
demand for service delivery, fairness, and accountability which former have been argued to be
important characteristics that distinguish public and private sector in regard to concurrent sourcing
(Hansen et al., 2011). We considered the applicability of the different concurrent sourcing strategies in
regard to different service areas formerly studied. We emphasize the importance for future research to
investigate whether and how public managers use these strategies to conduct their tasks. Especially, it
would be interesting to understand in what service areas the different strategies are used (or have a
particular potential) and if they are stabile strategies for service production or just stages on the way to
either full internal or external production. Finally, it would be important to understand the performance
of these different strategies, especially if they can help the public sector be more efficient and/or more
innovative.
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Abstract
Discussions on service delivery have mainly focused on the dichotomy of make or buy. However mixed
service delivery is another option; only a part of the service delivery is contracted out, while the rest of
it remains internally. Previous studies identify two synergies from using mixed service delivery: An
efficiency synergy based on enhanced possibilities for benchmarking public and private suppliers
against each other and a knowledge sharing synergy based on differences in competences and
knowledge. It seems evident that the private suppliers play a crucial part in achieving the synergies of
efficiency and knowledge sharing, but the private supplier’s role in mixed service delivery remains
unclear in previous research. Results from an explorative multiple case study among private providers
of nursing home care show that there are large variations in how the municipalities deal with private
providers. The private suppliers experience a lack of access to local government resources that publicly
run nursing homes have, and that local government officials have a larger influence on the supplier
relationship than the city council’s political observation. The author offers six propositions to portray
barriers for achieving cross-sector synergies.
Keywords: Mixed service delivery, concurrent sourcing, contracting, private providers, social services
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Introduction
While some public organizations steer directly towards or away from contracting, others choose to
contract for only part of the service delivery and let the rest of it remain internally; a phenomenon
called mixed service delivery. Discussions on service delivery have mainly focused on the dichotomy
of make or buy. However, other alternative forms of service delivery are receiving increasing attention
from practitioners and scholars in both public administration (Bel, Brown, and Warner, 2014; Bel,
Hebdon, and Warner, 2018) and the generic management literature (e.g. Ménard, 2013; Mols, 2010;
Puranam, Gulati, and Bhattacharya, 2013). There are a number of ways for the public sector to engage
with the private sector (Warner and Hebdon, 2001), e.g., public-private partnerships (Hodge and Greve,
2007), partially privatized firms (Bel and Fageda, 2010), and other mixed forms (Bel et al., 2014).
Mixed service delivery is defined by having both private and public providers of a certain service
within the same jurisdiction (Miranda and Lerner, 1995). Having both an internal and an external
provider allows for benchmarking and knowledge sharing (Puranam et al., 2013).
Previous research has identified several effects of and reasons for using mixed service delivery
from a public sector perspective (Brown, Potoski, and Van Slyke, 2015; Girth, Hefetz, Johnston, and
Warner, 2012; Hefetz, Warner, and Vigoda-Gadot, 2014; Hansen, Mols, and Villadsen, 2011; Porcher,
2016), but no studies take the private suppliers into account (within the strategic management literature,
one exception is the paper by Mols, 2018). This means that the existing knowledge primarily takes the
perspective of the sourcing organization. This paper’s starting point is the research question: How do
external providers experience mixed service delivery? By answering the research question, the paper
attempts to fill the gap in existing literature by including the external provider into the research on
mixed service delivery.
My paper investigates how private providers of nursing homes experience mixed service delivery
and if they can identify any barriers preventing mixed service delivery from fully functioning. A related
paper by Carpintero and Petersen (2015), but within the public-private partnerships literature, states
that research on the private sector’s view of synergies between the two sectors is limited. Increased
knowledge on the supply side would be valuable for the suppliers but especially for the public
organizations making and monitoring the contracting decisions.
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While there are many reasons for using mixed service delivery, this paper focus on the
benchmarking and knowledge sharing synergies effects from mixed service delivery. The definition of
synergy effects is the effects that occur from having both a private and a public provider (Puranam et
al., 2013). Mixed service delivery creates enhanced possibilities for benchmarking (Ménard, 2013).
Knowledge sharing effects come from having access to several knowledge bases and being able to both
learn from the external providers’ knowledge and to teach the external providers based on the internal
knowledge (Parmigiani, 2007). The private providers can benefit from both knowledge sharing and
benchmarking; receiving valuable knowledge and being benchmarked against other nursing homes,
can potentially increase performance and competitiveness compared to that of other private providers.
The analysis of the private providers is done as an explorative multiple case study of six private
providers of nursing home care in Denmark.
Nursing home care in Denmark is an excellent setting for examining mixed service delivery, as
no municipality has outsourced nursing home care completely, which means that all private providers
of nursing home care face customers (the Danish municipalities) with internal production, that is, the
municipally-run nursing homes. Due to low performance measurability in nursing home care, I expect
numerous indicators are used in benchmarking nursing homes (Isaksson, Blomqvist, and Winblad,
2018). Furthermore, there is an increasing political will to innovate welfare services such as nursing
home care. This will creates a need to engage with organizations with knowledge that deviates from
existing internal knowledge. Since sharing knowledge through mixed service delivery is a way to meet
this need, I expect that nursing home care is a service fit for knowledge sharing to happen.
The paper contributes to the literature on contracting in the public sector, specifically in situations
where public and private providers deliver a service side by side in the same jurisdiction. The mixed
service delivery strategy is widespread (Mols, Hansen, and Villadsen, 2012; Warner and Hefetz, 2012)
in the public sector, but there is only limited research on the phenomenon. This paper casts light on
mixed service delivery in a municipal setting. Furthermore, the research that has been conducted so far
focuses mostly on services in general or on specific technical services (e.g. Brown et al., 2015; Mols
et al., 2012; Warner and Hefetz, 2012). The reasons for using mixed service delivery in a social service
may be different from in a technical service (Petersen, Houlberg, and Christensen, 2015; Van Slyke,
2003). The paper contributes to existing research by an in-depth study of the dynamics of mixed service
delivery in nursing home provision, as seen from the private provider’s perspective.
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Most of the research on mixed service delivery uses a quantitative approach. However, the
evidence on effects from mixed service delivery is mixed. The paper adds to existing results by
investigating mixed service delivery using a multiple case study design. The literature on mixed service
delivery is still in its infancy; making room for various research approaches answering different
questions on the topic. Based on six cases of private providers, the paper puts forward six propositions
that future research can test both qualitatively and quantitatively. There are many theoretical
explanations for mixed service delivery to occur, and this study contributes with complex knowledge
on what is actually happing in practice. Knowing how the private providers perceive mixed service
delivery hopefully makes practitioners aware of how to apply the strategy appropriately. Thus making
local government officials and citizens benefit more from the mixed service delivery strategy that
already holds potential for increasing both efficiency and innovation in the public sector.
Throughout the paper, I use the term “private providers” to describe both nonprofit and for-profit
providers. Traditionally, the nonprofit sector is often thought of as being closer to the public than the
for-profit sector because of a larger degree of goal alignment between the public and nonprofit sector
than the public and for-profit sector (Amirkhanyan, 2010; Brown et al., 2015; Hefetz et al., 2014;
Lamothe and Lamothe, 2012). However, the findings indicate larger differences between the municipal
nursing homes and the externally operated nursing homes. Nonprofit and for-profit nursing home
providers compete for the same tenders and operate on the same terms for two of three types of private
delivery arrangement. The nonprofit and for-profit providers identify the same challenges in dealing
with the municipalities. One of the barriers for achieving the effects from mixed service delivery is that
the municipal nursing homes have access to resources, the private providers do not have. The
distinction between public and private therefore seems to be more relevant for the paper than the
distinction between nonprofit and for-profit. In the analysis where there are differences between the
nonprofit and for-profit providers, I clearly distinguish between the two types of providers. In the
following, I first give an overview of the existing literature on mixed service delivery. A section on the
research methodology, including the case setting, case selection, and data collection and analysis
follows. Based on the data, the findings are presented, a set of propositions is put forward for future
testing, and I discuss the implications of the propositions. Then, reflections on the study’s limitations
and directions for future research are made, and finally, the conclusion follows.
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Mixed service delivery
Mixed service delivery is a common phenomenon in practice (Hansen, et al. 2011; Hefetz and Warner,
2007; Warner and Hefetz, 2008) and has been studied under a variation of names: Mixed service
delivery (Brown et al., 2015), joint service delivery (Brown, Potoski, and Van Slyke, 2008), concurrent
sourcing (Hefetz et al., 2014; Porcher, 2016), plural sourcing (Krzeminska, Hoetker, and Mellewigt,
2013), and ”make and buy” (Hansen et al., 2011). The term mixed service delivery is applied in the
paper for several reasons. First, the term concurrent sourcing highlight the sourcing decision and hence
the sourcing organization. In this paper, I am interested in the private provider, and the term mixed
service delivery do not in the same way point to the sourcing organization as a focal point for the
analysis. Secondly, I want to emphasize that different types of organizations can play a part in the
service delivery. Mixed delivery is especially relevant in the chosen empirical setting; nursing home
care in Denmark, as the public organization can chose to contract for part of the service delivery, but
private providers can also establish nursing homes without a delivery agreement with a municipality.
Clients then have an option to choose such a private provider. Thus, the delivery of nursing home
services is not just a sourcing decision, but also a question of client demand. For the service delivery
to be mixed, the public and private providers must deliver the same service within the same local
jurisdiction in the service provision (Miranda and Lerner, 1995).
In line with this, Bell and Rosell (2016) define mixed service delivery as “… carving up a
jurisdiction into subunits and then parceling out the same production and delivery process to different
entities” (p. 533). This definition of mixed service delivery leaves less room for delivery modes
provided by networks or cases where private and public organizations take part in the service delivery,
but undertake different roles in the provision, delivery modes that are included in other definitions of
mixed service delivery (Brown et al., 2015). Broader definitions illustrate that there are various options
for the public sector to interact with the private sector, a fact that itself is a valuable contribution to
theory. However, the effects I set out to investigate in this paper are not relevant in some public-private
arrangements that will fit under the broad definition of mixed service delivery. For instance,
benchmarking is not possible in the delivery modes where the public and private parties do not perform
the same task. I have also chosen the narrow definition of mixed service delivery since results are
mixed, e.g., in terms of cost effectiveness from the delivery mode (Poulsen and Hansen, 2016). The
mixed results indicate a need for further understanding of this particular phenomenon. A deeper
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understanding would be easier to get by excluding a larger number of other public private
arrangements.
As mentioned in the introduction, many reasons for public organizations to apply a mixed service
delivery strategy exist. One reason is that some service markets suffer from insufficient competition, a
problem public managers try to mitigate by building markets and sustaining competition for contracts
(Brown and Potoski, 2004; Brown et al., 2015; Destler and Page, 2016; Girth et al., 2012; Warner and
Hefetz, 2008). Creating further competition in the market reduces the need for complete insourcing
(Warner and Hefetz, 2012). Local government decision makers may not be willing to take on the risk
and cost implications from complete contracting out, and mixed service delivery makes it easier to
return to direct service delivery if the external provider fails to deliver (Brown et al., 2008; Hefetz et
al., 2014; Mols, 2010). Large-scale outsourcing has previously been argued to hollow out the state and
local government, because public organizations will lose both capabilities and control over the service
delivery by contracting it all out (Milward and Provan, 2000; Rhodes, 1994). Mixed service delivery
can mitigate hollowing out, because part of the service delivery is kept in-house. This makes it easier
to revoke the contracting decision at a later point in time, if service markets, citizens’ preferences, or
service demands change (Warner and Hefetz, 2012). The fail-safe delivery system is especially
important when public organizations are legally required to provide certain public services to the
citizens (Warner and Hefetz, 2012). Arguments based on enhanced possibilities for managing markets
and avoiding hollowing out mainly benefit the sourcing public organization, and indirectly the citizens
it caters to, while these effects are of less interest to the private providers. There has been limited
attention given to the external provider in existing literature (Heide et al., 2014; Mols, 2018). However,
two of the acclaimed effects from mixed service delivery are highly relevant when investigating the
mixed delivery strategy from a provider’s perspective. Private providers can benefit from knowledge
sharing and benchmarking; receiving valuable knowledge and being benchmarked against other
nursing homes, can potentially increase performance and competitiveness.
The benchmarking effect is based on the assumptions that organizations need to deal with
performance uncertainty and opportunism in order to enhance efficiency. Because of the uncertainty
of both the providers’s motives and how to evaluate the actual performance, there exists a fundamental
need for controlling the providers, both the private provider and the internal public one. Heide et al.
(2014) conclude that the supplier perceives the sourcing organization’s monitoring and control as
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legitimate when such governance mechanisms are grounded in the organization’s internal production.
As a result, monitoring and control mechanisms work efficiently. This is a substantial finding, since
prior research has shown that increased monitoring in some instances lead to more opportunistic
supplier behavior (Heide, Wathne, and Rokkan, 2007). Having both an internal and an external supplier
allows for benchmarking of for example costs and quality, which reduce asymmetric behavior,
uncertainty, and opportunistic behavior (Brown et al., 2015; Heide, 2003; Ménard, 2013; Miranda and
Lerner, 1995). The benchmarking effect is particularly important for services with substantial
performance uncertainty. Previous research on mixed service delivery of water supply services show
that concurrent sourcing has a positive impact on quality performance in water supply services but
results in higher prices (Porcher, 2016). One source of performance uncertainty is low measurability
of performance or quality (Isaksson et al., 2018; Mols et al., 2012). Nursing home care, the service
investigated in the paper, is characterized by a low level of quality measurability. Benchmarking is
therefore a relevant explanation for using mixed service delivery in this service context. However, if
benchmarks are supposed to alter the providers’ behavior, a reasonable prerequisite must be that the
providers know about the benchmarking taking place. How aware the private providers are about local
governments’ benchmarking is therefore relevant to investigate.
The knowledge sharing effect from mixed service delivery is based on the assumption that
organizations need to build resources and knowledge to improve value creation and innovation
(Brusoni, Prencipe, and Pavitt, 2001). Mixed service delivery is a way to increase the contracting
organization’s and the external provider’s knowledge base, if the knowledge possessed by the public
and the private provider differ (Krzeminska et al., 2013; Parmigiani, 2007; Puranam et al., 2013).
Porcher (2016) finds that municipalities with superior production capabilities largely rely on their own
internal production rather than that of external providers and that municipalities with superior
contracting capabilities use mixed service delivery more than other municipalities. Furthermore,
Hansen et al. (2011) infer that mixed service delivery is more likely to happen when both the internal
and external expertise is high. These studies argue that knowledge and capabilities are important for
the sourcing decision but do not investigate if knowledge sharing happens after the decision is made
and private providers enter into contracts. Obtaining knowledge sharing requires more trustful
relationships and further coordination with providers than in the case of benchmarking where the two
providers simply compete with each other and are then compared (Krzeminska, 2008; Parmigiani,
2007; Rashman, Withers, and Hartley, 2009). In a public setting with a service provision responsibility,
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the internal knowledge is furthermore important as it secures the ability to conduct the task if the
supplier fails to deliver and mitigates the risk of hollowing out. In the description of the chosen case
setting, I argue that knowledge sharing is expected to happen in mixed service delivery of nursing
home care. Before that, however, I will argue why it is important to investigate mixed service delivery
in a social service context.
Previous research examines mixed service delivery both in general (e.g. Brown et al., 2015;
Miranda and Lerner, 1995; Warner and Hefetz, 2008) and for specific services. The specific services
included in former studies of mixed service delivery are mainly of a technical character, such as water
supply services (Porcher, 2016), refuse collection (Savas, 1977), metropolitan bus system (Bell and
Rosell, 2016), school cleaning, IT maintenance, and road maintenance (Hansen et al., 2011, Mols et
al., 2012). One rare study on mixed service delivery in a social service setting is Destler and Page’s
(2016) study on the transition towards mixed service delivery for schools in ten American cities. The
reasons to choose mixed service delivery are different for social services than technical services (e.g.
Brown, Potoski, and Van Slyke, 2009; Destler and Page, 2016; Petersen et al., 2015; Van Slyke, 2003).
Social services are typically more complex tasks than technical services. For an example,
Amirkhanyan, Meier, O´Toole, Dakhwe, and Janzen (2017) describe the market for nursing homes as
a market with technological sophistication, dependent clientele, low quality measurability, and
extensive third-party financing and regulation.
In social services, efficiency is typically only one out of many goals, which makes performance
harder to measure than it is in technical services (Destler and Page, 2016). As mentioned, the mixed
service delivery strategy is especially attractive to apply in weak and thin service markets, which is
argued to be the case for social services (see e.g. Van Slyke, 2003). Consequently, the use of and effects
from mixed service delivery are highly relevant to investigate in a social service setting. Brown et al.
(2015) deduce that mixed service delivery in social services is more likely to happen with a nonprofit
partner than a for-profit partner. A higher level of expected trustworthiness and goal convergence
between nonprofit organizations and government are expected to reduce the scope of performance
measurement (Amirkhanyan, 2010). Amirkhanyan’s findings suggest that a government
conceptualizes each sector’s performance differently, and qualitative performance measures are used
more often when dealing with nonprofit partners than with for-profit partners. Based on the previous
results, both types of private providers are included in the collected data. The study contributes to the
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existing literature in two ways; by focusing on the external supplier in mixed service delivery and by
investigating mixed service delivery of a social service, that is, nursing home care.

Research methodology
In the following, the study’s research strategy will be discussed. Reflections on case setting, case
selection, and data collection and analysis are presented. Because not much is known about private
providers’ view of mixed service delivery, a multiple case study including six private providers is
chosen as method. The method allows for an explorative approach by which to investigate the view of
the private providers in mixed service delivery systems (Eisenhardt, 1989; Yin, 2013). In mixed service
delivery, large-sample studies have already tried to explain the phenomenon, but the supply side has
been missing in the research agenda for mixed service delivery. Gerring argues that case studies “enjoy
a natural advantage in research of an explorative nature” (2004, 349), and this method is fitting when
not much is known about the phenomenon that is being researched. Case studies offer the advantage
of richer details of actual cases and their contextuality (Jensen and Rodgers, 2001). Coupled with the
within-case analysis is a cross-case search for patterns (Eisenhardt, 1989, 540). Based on the findings
in the article, a set of propositions is put forward for future testing. Since case studies allow for thick
descriptions, they are an excellent tool for generating propositions (Fesler, 1962; Yin, 2013).
Case Setting: Nursing Home Care
Nursing home care is a social service often provided by both public, nonprofit, and for-profit providers
(for example in the United States (Amirkhanyan et al., 2017) or Denmark (Bertelsen and Rostgaard,
2013)). A case study within this setting can shed light on some aspects that remain unclear in the
existing literature on mixed service delivery. Mixed service delivery is increasingly used in nursing
home provision (Amirkhanyan, 2009), but most of the nursing homes in Denmark are operated by local
governments (Hjelmar et al., 2016). A previous study of the existing literature on the effects from
private provision of nursing homes calls for further research on the use of private provision in order to
guide future policy-making (Petersen and Hjelmar, 2014). This section will give an overview of the
most important characteristics of nursing home care within the Danish system. The characteristics and
the different types of nursing homes are revised, and finally a description of the Danish market structure
for nursing home providers follows.
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Based on a principle of universalism, the Danish social care regime is characterized by extensive
public provision of welfare services (Brennan, Cass, Himmelweit, and Szebehely, 2012). Accordingly,
all citizens are entitled to nursing home care if their state of health requires constant care. No matter
which type of nursing home a citizen wishes to live in, an assessment officer must make a health
assessment and declare that the citizen is in fact entitled to nursing home care. Funding for
accommodation and care is segregated, which means that the residents pay rent and for services used,
such as meals, laundry, and cleaning, with a maximum payment ceiling applied (Bertelsen and
Rostgaard, 2013), while care is funded by local government. Oversight visits are legally required for
all nursing homes independently of nursing home type. Several oversight authorities are put in place
to secure a satisfactory level of quality, among which the municipal oversight authorities and the public
health oversight authorities are most important.
In Denmark, there are four main types of nursing homes. Public nursing homes operated by
municipal staff, independent nursing homes with delivery contracts, outsourced nursing homes, and
independent nursing homes without delivery contracts. The first group is by far the largest since the
municipalities operate most Danish nursing homes. The types described in the following are main
types, and variations exist concerning the agreements made with the local municipality. Table 1
summarizes the main differences between the nursing home types, and these differences persist
independently of agreement variations. The stated number of nursing homes for each type is based on
Hjelmar et al.’s estimates from 2016.
Table 1. Main types of nursing home provision.

# nursing
homes
Ownership
Municipal
regulation
Municipal
allocation of
places
Possibility to
make profits

Public nursing
homes

Independent nursing
home with delivery
contract

Independent nursing
home without
delivery contract

Nursing homes
outsourced
through tenders

Approx. 730

Approx. 90

Approx. 75

Approx. 15

Public
Municipal
administration
Yes

Private
Delivery contract
Yes

Private
No contractual
relations
No

Private
Competitive
tenders
Yes

No

No

Yes, in principle

Yes

Source: Own creation, inspired by Hjelmar et al. 2016, Bethelsen and Rostgaard 2013.
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Independent Nursing Homes with Delivery Contract
Independent nursing homes run by nonprofit providers can enter into a delivery contract with the local
municipality. Independent nursing homes with delivery contracts are the most prevalent type of
privately operated nursing homes. This is due to historical factors, as many delivery contracts have
been in place for several decades. The local authorities must endorse the provider, but there is no
competition on price or tender process. The responsibility for assessment of need and allocation of
places still lies with the municipal authorities (Hjelmar et al., 2016). Compared to the municipally
operated nursing home, the independent nursing home has additional authority over their budgets, and
potential profits are not returned to the municipality by the end of the year (Bethelsen and Rostgaard,
2013).
Independent Nursing Homes without Delivery Contract
Nursing homes are allowed to operate without a delivery contract. The providers are required to obtain
certification and then compete for a share of a national quota of places in nursing homes without
delivery contracts (Bethelsen and Rostgaard, 2013). Without municipal allocation of residents, these
nursing homes are responsible for attracting new residents themselves. The main difference between
an independent nursing home without delivery contract and the other types of nursing homes is that
nursing homes without a delivery contract in principle can pick their own residents. In reality, due to
the nature of nursing home care and the dependence on reputation, they follow the waiting list,
especially within the local community (according to all three facility managers at homes without
delivery contract). Citizens wishing to live at a nursing home still have to go through entitlement
assessment. Once need has been assessed and established, the citizen can opt for an independent
nursing home without delivery contract, even one located in another municipality. According to an
evaluation of the legislation for nursing homes without contract, three factors are especially important
for citizens who wish to live in an independent nursing home without delivery contract: Geography
and reputation, the information given by the municipality on nursing home options, residents and next
of kind’s profile and approach (Rambøll, 2012). It is allowed for providers to make a profit, but not all
providers are working for profit.
Outsourced Nursing Homes
Outsourcing nursing homes requires a competitive tender process. The private providers compete on
price for service delivery, but the evaluation of tender bids can also include quality and development
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elements. The weights assigned to each element differ between tenders. The time length in the tender
contracts vary as well, and the contracts in most cases include an option for the provider to continue
running the nursing homes if both parties wish to make this arrangement, typically for a shorter time
period than the one stated in the initial tender period (Bertelsen and Rostgaard, 2013). The providers
are allowed to transfer potential profit from the nursing homes to the providing organization. The
municipalities allocate residents to the outsourced nursing homes.
Market Structure
Eldercare in Denmark consists of nursing home care and home care. The use of private suppliers is
more widespread for home care than nursing homes, primarily due to the policy on citizens’ free choice
of home care provider. It seems that local government remains reluctant in using private providers in
nursing homes care due to two factors: 1) ideological reasons, and 2) previous examples of untimely
termination of contracts in home care provision that left citizens without home care (Rambøll, 2009).
No municipality has outsourced its entire provision of nursing homes, whereas several municipalities
use no private providers at all. For many municipalities the organization is a case of mixed service
delivery. As mentioned earlier, it is difficult to identify all nursing homes in Denmark. Because of the
difficulty, it is problematic to find the exact composition of public and private nursing home providers
in the municipalities. However, several private suppliers are available for contracting 6. The Danish
private market for nursing homes is dominated by nonprofit organizations. The two largest private
suppliers of nursing homes are nonprofit organizations with approximately 30 and 15 nursing homes
in Denmark. A number of smaller nonprofit organizations operate between two and six facilities. Three
for-profit providers each operate several nursing homes, but not at the same scale as the two largest
suppliers. Two out of three for-profit organizations originate from Sweden, where for-profit
organizations possess a larger share of the nursing homes market than in Denmark. Finally, a large
group of single-facility nursing homes is not affiliated with a larger organization.
Expectations to mixed service delivery in nursing home care
In general, mixed service delivery is likely to occur in a service setting such as nursing homes care,
since the nursing homes typically operate independently of each other in a municipality but perform
similar tasks. The structure makes it easy to outsource one nursing home without it affecting any of the
6

The following information is based on Rostgaard and Bertelsen (2013), informants from case providers, and provider
websites.
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other nursing homes’ daily operations. Empirically, outsourcing is often done with tenders for one or
two of the nursing homes in a municipality. Nursing home care is a service characterized by highly
dependent users and low quality measurability (Amirkhanyan et al., 2017; Brown and Potoski, 2003a).
Nursing home care can therefore be characterized as a complex service alongside other services, such
as daycare institutions and schools (Foged, 2015; Serritzlew, 2005; Brown et al., 2009). These social
services have not been given a lot of attention in previous research on mixed service delivery (Poulsen
and Hansen, 2016; an exemption is Destler and Page, 2016).
When looking at benchmarking effects, the combination of nursing home care being a service
with a low ability to measure service quality and weak users is essential (Amirkhanyan et al., 2017;
Hjelmar et al., 2016; Isaksson et al., 2018). Several studies demonstrate the difficulties associated with
monitoring quality in social services, where service content tends to be complex and the need for
flexibility in service provision is high, given the varied and shifting needs of the users (Brown, Potoski
and Van Slyke, 2016; Folbre, 2006). There has been an extensive academic discussion over the past
ten years on how to define and measure quality in nursing home care (Hjelmar et al., 2016; Isaksson et
al., 2018). Quality measurements in nursing home care typically rely on a mix of criteria, including
varying indicators such as mortality data, usage of medication, numbers of employees per resident,
user ratings, prevalence of pressure ulcers, staff education, incident reporting procedures, nutrition, and
hydration (Challis, Clarkson, and Warburton, 2006; Isaksson et al., 2018; Nakrem, Vinsnes, Harkless,
Paulsen, and Seim, 2009). Nursing home care is a service characterized by highly dependent users who
are weak and vulnerable and therefore unable to protest if quality levels are low (Amirkhanyan et al.,
2017; Isaksson et al., 2018). Low performance measurability is therefore a bigger problem in this
setting than in service with less dependent users.
Through benchmarking, mixed service delivery is expected to mitigate the problems of low
performance (or quality) measurability by decreasing information asymmetries between the sourcing
organization and the provider (Heide, 2003) and is for that reason more valuable in contracting for
complex service than for simple services where the performance measurability is high. I expect that
due to the the nature of nursing home care, benchmarking, if used, is expected to include several
performance indicators, both specific to nursing home care and the generic indicators such as staffing,
financial records, and documentation.
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The structure with independent units each providing the same service, which is also seen in the
case of schools and daycare institutions, can be a challenge in obtaining knowledge sharing effects,
since the units do not depend directly on each other or necessarily interact in the daily operations.
Nursing home care is also a service area with well-organized municipal employees and strong labor
unions (Serritzlew, 2005). Labor unions for public employees will try to work against contracting out,
especially in times with financially-challenged budgets within the public sector, as public jobs will
disappear (Foged, 2015). This reluctance may influence the public employees’ willingness to share
knowledge with the private providers, making it harder to obtain knowledge sharing effects from mixed
service delivery. Contrary to this, the Danish municipalities pay a lot of attention to the welfaretechnology agenda (Local Government Denmark, 2919). The priority given to develop and implement
welfare technology makes it important to have access to various knowledge pools. The variance in
provider knowledge comes from operating in different countries and in various service markets; e.g.,
some providers operate hospitals as well as nursing homes, whereas others operate hospices. I therefore
expect both benchmarking and knowledge sharing effects to be reasons for using mixed service
delivery in nursing home care.
Case Selection
In this study, each case represents a private organization providing nursing homes. The market structure
and conditions for private nursing home provision in Denmark mentioned in the above means that
every case is unique and yields different experiences in dealing with local government. With so few
private suppliers, no typical cases exist. Six cases of private providers were studied. This is an
acceptable number according to Eisenhardt: “While there is no ideal number of cases, a number
between 4 and 10 cases usually works well … With more than 10 cases, it quickly becomes difficult
to cope with the complexity and volume of data” (1989, 545). It has been a priority in the case selection
to interview private providers who are present in more than one municipality, which most private
providers are not. 7 The advantage of prioritizing providers delivering to multiple municipalities is that
the providers possess knowledge of variations in how the municipalities deal with private providers.
The suppliers are representative for the market tendencies and differ in terms of size and how many
municipalities they deliver services to. Both for-profit and nonprofit providers are included in the case

7

In particular, the independent nursing homes without delivery contracts are mainly one-facility-only providers, whereas
outsourced nursing homes are operated by multiple-facilities providers.
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study, and the providers run various types of nursing homes. Interviews are conducted with CEOs or
similar from private nursing home providers and facility managers from the same organizations. Three
interviews were conducted with two people being interviewed as two CEOs (C and E) brought a
consultant from their organization (G and H) and a facility manager (L) brought her assistant manager
(M) to the interviews. In all three interviews, the additional interviewee contributed with valuable
insights. Table 2 gives an overview over key characteristics of the private providers.
Table 2. Overview of included cases of private providers.
For-profit or
nonprofit
Presence in
multiple
municipalities
Types of
nursing
homes1

Interviews

Case 1
Nonprofit

Case 2
Nonprofit

Case 3
Nonprofit

Case 4
For-profit

Case 5
For-profit

Case 6
Nonprofit

Yes

Yes

Yes

Yes

Yes

No, single
facility

All three
types of
nursing
homes

Independent
nursing
homes with
and without
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and deputy
manager
(M)
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nursing
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without
delivery
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CEO (D)
Facility
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CEO (E)
and
consultant
(H)
Facility
manager (O)

Facility
manager/CEO 8
(F)

CEO (A)
2 facility
managers
(I+J)

1: The types of nursing homes and contracts at the time of the data collection.

The private providers were identified in evaluation reports, newspaper articles, and other
documents on tenders and general search quests on the internet. I reached out to potential participants,
in both for-profit and nonprofit organizations. In general, it was easier to get the nonprofit organizations
to participate in the study. Due to previous or ongoing bad publicity in the press, when the data was
collected, there might be a bias with regards to the providers who have chosen not to participate in my
study. To illustrate the findings, some details of the cases will be discussed. Cases are anonymized due

8

In reality also CEO, since it is a case of a nursing home with just one facility.
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to highly sensitive information. However, I believe that the promise of anonymity has been an
advantage to the study, as it has increased the willingness of the providers to share information.
Data Collection and Analysis
The data is multisource and consists of 12 in-depth interviews with CEOs 9 and facility managers from
private organizations operating nursing homes in Denmark, 8 interviews with informants from interest
groups and municipalities, register data on the local governments, evaluation and research reports on
nursing home care in Denmark (Hjelmar et al., 2016; Rambøll, 2009, 2012; ROPS, 2014, 2015), news
articles, and additional background information, which make triangulation possible. While my analysis
primarily draws on the 12 in-depth interviews, the secondary data is used to gain understanding on the
case setting and whenever possible to make comparison between the statements made in the interviews
with the private providers. For instance, I used secondary data to support the providers’ claim that they
did not have the same access to financial resources from the Dignity initiative as the municipal nursing
homes.
The interviews were semi-structured, and an interview guide was prepared beforehand based on
themes within the mixed service delivery literature. The interview guides were tailored to interviews
with CEOs or facility managers. The used interview guides are based on previous findings regarding
benchmarking and knowledge sharing (e.g., Heide, 2003; Ménard, 2013; Mols, 2010; Parmigiani,
2007; Puranam et al., 2013). While the existing research primarily takes the sourcing organizations
perspective, the used questions ask for instance, if and how they (the private providers) are compared
to the other nursing homes in the municipality they operate in. In developing questions targeting the
private providers instead of the sourcing organizations, I took inspiration from Sa Vinhas and Heide
(2014) who investigate the external party in dual distribution channels. The codes on potential
collaboration and the overall nature of contact between the parties stem from the general research on
knowledge sharing which identify these factors as important for the knowledge sharing process (e.g.,
Rashman et al., 2009; Willem and Buelen, 2007). At the same time, I asked more explorative questions,
such as which challenges they encountered in the interaction with the municipalities. One code, that is,
local government officials, emerged as an important factor in understanding the private provider’s

9

Some of the private providers of home care in Denmark are international companies, organized with a country manager
or similar for the Danish market. In order not to reveal too much information about the included cases, all interviewees at
managerial level are referred to as CEOs, albeit their exact title may be different.
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perspective during the interviews. I had theoretical expectations regarding the political observation in
the municipalities’ city council, but as will be covered in the analysis section, the private providers’
were more concerned with local government officials than local government politics.
Small differences in the interviews with facility managers were made in order to account for
different contracting forms. The interviews were transcribed and coded in NVivo 11. Table 3 gives
examples of the most important codes and examples of coded text. The coding was done using a
blended approach (Alvesson and Kärreman, 2007; Linneberg and Korsgaard, 2019), meaning that I
had some themes (primarily benchmarking and knowledge sharing) that I knew were important in
existing literature while I also wanted to stay open to emergent themes in coding process (e.g., in terms
of challenges the providers meet in dealing with local government). The abductive approach is
appropriate in studies that wish to rethink existing theories (Pierce, 1978) as it combines elements of
inductive and deductive coding (Linneberg and Korsgaard, 2019). The purpose of this paper is in line
with rethinking theory as I include the private provider’s perspective.
Table 3. Codes and representative data.
Code

Description

Contact with All statements on
municipalities contact with local
government, type of
contact, frequency
and contact person.
Collaboration

Descriptions of
typical collaboration
with the
municipalities, how
collaboration take
place, examples of
extensive
collaboration,
examples of limited
collaboration, and
variation in
collaboration between
municipalities.

Inspiration
for code
Rashman et
al., 2009;
Willem and
Buelen, 2007

Rashman et
al., 2009,
Willem and
Buelen, 2007
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Example of coded text
”The municipal oversight visits and the health
authorities pay an oversight visit, and if we do a
good job, then it’s fine from the municipality’s
point of view, and we meet once a year and
discuss development and operational issues.” (B,
CEO)
”We were supposed to be a part of some
professional communities, use each other more,
and work more interdisciplinary. It sort of fades
out, because as soon as you get back to your own
little “shop”, you kind of forget it all. We are
going to try again this Friday; it is called “cocreation””. (I, facility manager)
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Table 3 cont. Codes and representative data.
Code

Description

Challenges in The challenges the
dealing with IPs experience in
municipalities providing nursing
home care to the
municipalities and
how such challenges
are dealt with.
Benchmarking All statements on
comparisons made
(or not made) by
local government.
What is compared
and who makes these
comparisons?
Knowledge
Potentials for
sharing
knowledge sharing,
examples of learning
from the
municipalities,
examples of teaching
the municipalities, the
process of sharing
knowledge.

Inspiration
for code
Explorative
code, based
on gap in
existing
literature

Example of coded text

Heide, 2003;
Ménard,
2013

”But the big, general measurements: effectivity
measurements, quality measurements and
satisfaction
measurements,
not
many
municipalities are doing them.” (A, CEO)

Krzeminska
et al., 2013;
Parmigiani,
2007;
Puranam et
al., 2013;
Rashman et
al., 2009;
Willem and
Buelen, 2007

“The work with innovation can be ad hoc, within
forums in the municipalities. We always make
sure that we are a part of the forums, because it is
a win-win situation. We might have a quality
system and sometimes we experience that we
have something the municipality does not have,
and then you can enrich each other. At the same
time, if the municipality does not include the
private provider, the private provider ends up like
a desert island in the middle of the sea, with no
insight into what the mainland is doing.” (D,
CEO)
”When I deal with local government, it is not a
matter of right-wing or left-wing. It is a matter of
… how to solve this delivery obligation the best
way possible.” (C, CEO)

Local
government
politics

All statements on
local government
politicians, elections,
and politics.

Schoute,et
al., 2017;
Stolt and
Winblad,
2009

Local
government
officials

All statements on
local government
officials.

Emergent

”In some places, it is really hard to get
information. We are forgotten, because we are
not a part of the municipal delivery system or
something, and of course, that is difficult for us.”
(A, CEO)

“Well, it is always a challenge, it requires a
highly skilled administration within the
municipalities, because they are the ones who can
influence the politicians to dare to discuss the use
of private providers, so it's really about the health
departments in the municipalities, how they
handle it.” (D, CEO)

Analyses were made from condensing and finding patterns in the data using displays structured
by themes. In the search for patterns, I used displays, more specifically text matrices. For each
comparison, I made three versions of the display. The first version was a compilation of the entire text
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coded for each relevant code. The coded text was then condensed in a second version of the display,
and finally in a third version, only key words and concepts appeared. I searched for differences in how
the contract type affected the experience the private providers had with the municipalities they
cooperated with. Comparisons between nursing home types were made for all key codes represented
in table 3. I coded statements about being nonprofit versus for-profit in a separate code, and I also
compared the nonprofit and for-profit providers for the codes as I expected there could be similarities
and differences between the two types of providers (Amirkhanyan, 2010; Brown et al., 2015; Hefetx
et al., 2014; Lamothe and Lamothe, 2012). I use a unique identifier (labeled A-O) to preserve the
respondents’ voice in the following analysis of the interview data.

Analysis
The findings from the case study of private providers of nursing home care are presented in the
following. Based on the results, a set of propositions is put forward for future testing. A key finding is
that there exist major variations between the municipalities in how they handle private providers in
both the initial contracting stage, the implementation stage, and the evaluation stage. Two main barriers
for the mixed service delivery synergies to happen are identified; first, unequal access to resources,
and, secondly, contract management capacity missing in some local governments.
Access to Resources
Most of the issues the private providers raised as challenging in dealing with the municipalities are
caused by one general barrier for both synergy effects: The participating providers do not always
experience having the same access to resources 10 as the public provider. As stated in the following
citation, there are large variations of the extent the municipalities grant the private providers access to
resources as well as which resources they grant them access to.
”The municipalities handle it very differently. Some municipalities open the door and say: “You
are here on equal terms”. That means when they do something internally in the municipality,
we also receive resources, funds, courses etc. like those in the public system. And then others
say: “Well, you are independent, so you will receive this rate, and then you will solve the rest
on your own”. I completely understand that it is our responsibility to run our organization with

10

Resources are interpreted broadly, in line with existing research in the resource based view (Barney, 1991; Newbert,
2007).
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respect for what we must deliver, and be able to upskill on our own. It is just a discussion on,
where the money for that is.” (A, CEO)
An illustrative example of the barrier is the “Dignity billion” initiative. The national government
decided to earmark funds to enhance life quality among nursing home residents (Ministry of Finance,
2016). The initiative is administrated by the municipalities as they are responsible for nursing home
provision. According to the private providers, there are large variations in how the “Dignity billion”
initiative is administrated.
“We have not been given a share of the “Dignity billion”, and that is a mistake. I think they
[local government officials] forgot about us. Some people are more offended about it, than I
am, but of course, it is not fair.” (F, facility manager)
”When the municipality received its funding, I was very anxious to see, if I was a part of it, but
[name of municipal manager for the health department] was very proper, when dividing the
“Dignity billion”. He said: “Well, your residents are also citizens in XX municipality, so of
course you should have that money”. And I had really prepared a speech, let me tell you. If he
did not give me any money, I would have raised hell, because it would have been
discrimination.” (I, facility manager)
Many providers, independently of nursing home type, experience not receiving any of the funds
(A, B, E, L). The private providers argue that the funds should be assigned to all nursing home
residents, not just the ones residing in publicly run nursing homes. The “Dignity billion” initiative has
been evaluated by the Ministry of Health in mid-2017 but the evaluation report does not cover how the
municipalities have distributed the funds between different types of nursing homes (Ministry of Health,
2017). Instead, the report focus on how the funds were spent, not in which types of nursing homes.
Background interviews with representatives from organizations representing the municipalities and the
elderly confirm that the distribution of the Dignity funds between publicly and privately run nursing
homes has not be given much attention in the legislative or implementation process. At the same time,
the division of funds clearly matters to the private providers and their sense of fairness. In a public
sector setting, however, an example such as the “Dignity billion” initiative means that the quality level
potentially can differ between the public and private nursing homes. The end-users, in this case the
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nursing home residents, potentially end up getting lower quality in a privately run nursing home than
in the publicly run nursing home which had received public funds.
The independent nursing homes without delivery contract have an additional challenge in terms
of access to resources. The municipalities do not allocate places to independent nursing homes with
which they do not have a delivery contract. Instead, the independent nursing homes without delivery
contract are responsible for attracting their residents. Yet, the residents still have to go through an
assessment of entitlement made by municipal authorities. The private providers who run this type of
nursing home describe how assessment officers have an opportunity to brand the publicly run nursing
homes in the municipality during the assessment process, especially in periods with excess capacity
within the municipal nursing homes.
“The citizen has a free choice in the assessment process and can freely choose one of our nursing
homes, but during the assessment process, we sometimes experience… well because the
municipality itself has a large supply of nursing homes and they are the ones who have to make
the assessment, sometimes we suspect that they forget to tell the citizen about the private
nursing homes they may also be offered. Often the citizen is the one to raise awareness that
they heard about some place in another town where they would like to go, but have not been
told about that option by the assessment officer. We hear those stories quite a lot.” (C, CEO)
The statement is supported by A, E, K. The doubled role played by the assessment officer can
distort competition and hence worsen the relationship between the municipal authorities and the
independent nursing homes without delivery contracts located within that municipal jurisdiction. The
claim that this is so is supported by a report evaluating the legislation for independent nursing homes
without delivery contracts (Rambøll, 2012). The report highlights that the amount of information on
various options for nursing home care is one of the most important factors in the citizen’s choice of
nursing home. It seems that the municipalities’ use of mixed service delivery is a way to exploit internal
capacity and minimize demand uncertainty. In terms of benchmarking, the private providers describe
how the municipalities are not making much systematically use of benchmarking:
”But the big, general measurements: effectivity measurements, quality measurements, and
satisfaction measurements, not many municipalities are doing them” (A, CEO)
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”It [the nursing home] is not being compared in that way … To my knowledge, they have not
done that. Maybe some nursing homes are matched against each other for fun, but not
systematically. There is not a list where you can see the best nursing home or the worst, like
you have for elementary schools. We are not rated that way.” (K, facility manager)
One facility manager (J) lists that resident satisfaction is used as benchmarks by local
government, and two facility manager (I and O) is able to identify numerous indicators on which the
nursing home is compared to the other nursing homes in the local government’s jurisdiction. One
facility manager (N) mentions that when local government officials ask for certain numbers, she hands
them over without knowing what the numbers are used for later. If the private providers are not aware
of being compared, comparisons or benchmarks cannot change their behavior as expected in the mixed
service delivery literature. It is still possible that benchmarks are made with the publicly run nursing
homes. This can potentially change the behavior of facility managers in publicly run nursing homes.
Again related to resource access, most of the suppliers believe there is a lack of transparency
when it comes to the cost structure and the resources allocated to publicly run nursing homes (A, E,
L). This makes comparisons and benchmarking harder, and the comparisons that are made do not
always seem fair to the private suppliers:
“I think it’s still difficult to see how much service costs in the municipal system. And again, I
am not pointing to any specific municipality, but management and HR, all the passive solutions
that are included. All that actually complements the nursing home, that whole staff of people.
The IT department, payroll, everything that really has to work for the nursing home to work. It
is really hard to get transparency there… it varies how skilled they are in dealing with this. And
we cannot get an insight into it, so it is difficult to compare whether we are in fact on the same
economic foundation or something differs.” (A, CEO)
”So to submit an offer, you hand in a project of 100 pages ... and it is interesting that the
municipality is not asked to provide something similar. If they are to measure us on quality,
how can they measure our quality against their own if theirs is not described? It is absolutely
insane, that the municipality does not have to provide an equivalent bid, set the same
mechanisms in motion and do the same self-evaluation. If they did, we would have total
transparency for the politicians.” (E, CEO)
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Uneven access to resources impedes benchmarking, and the following proposition is put forward.
Proposition 1. Increased transparency in the resource distribution between the public and private
providers increases the effectiveness of the benchmarking effect from mixed service delivery.
In terms of the second synergy effect, knowledge sharing, there is a large potential for knowledge
sharing seen from the private providers’ perspective. The private suppliers have identified several areas
where the public and private suppliers can learn from each other, e.g., in terms of administrative issues
such as documentation and use of IT, and care issues such as dementia and terminal care. Most of the
private supplier organizations also have hospice facilities, group homes for psychological disabled,
hospitals, and/or similar amenities that contain a large knowledge base the individual facility manager
can tap into. This knowledge is therefore not directly available for local government, but there is a
potential for knowledge sharing and learning between public and private suppliers.
There are large variations in how municipalities work with knowledge sharing between public
and private providers. Some private suppliers are committed by their contract to engage in innovation
projects (D, N, O), while others are not. In some cases, the private providers describe limited contact
with local government which makes knowledge sharing unlikely; sometimes, the facility managers
from privately run nursing homes are not included in facility manager meetings in local governments
(A, E, F, I, J, L). At the same time not all facility managers are interested in or have the time for
knowledge sharing (J, L):
”We were supposed to be a part of some professional communities, use each other more, and
work more interdisciplinary. It sort of fades out, because as soon as you get back to your own
little “shop”, you kind of forget it all. We are going to try again this Friday; it is called “cocreation””. (I, facility manager)
“The work with innovation can be ad hoc, within forums in the municipalities. We always make
sure, that we are a part of the forums, because it is a win-win situation. We might have a quality
system and sometimes we experience, that we have something the municipality does not have,
and then you can enrich each other. At the same time, if the municipality does not include the
private provider, the private provider ends up like a desert island in the middle of the sea, with
no insight into what the mainland is doing. We talk a lot about the synergy that happens, when
107

CH. 2. Barriers to efficiency and knowledge sharing: Analyzing private suppliers in mixed service delivery

you consider each other as partners instead of competitors, and we experience a very successful
collaboration with the municipalities where we operate.” (D, CEO)
I consider information and coordination meetings as resources as well as funds and support
functions such as IT and HR, mentioned earlier. The unequal access to information and coordination
meetings mentioned in the citations above makes knowledge sharing unlikely in some cases. First,
meetings and communication between the parties in general are needed in order to share knowledge,
and secondly, the parties need to be motivated to share knowledge with each other. These two
requirements for knowledge sharing are not met in some cases, as described by the private providers
(A, E, F, I, J, L). Proposition 2 is derived from that finding:
Proposition 2. Differences in access to resources, favoring the public provider, decrease the likelihood
of achieving knowledge sharing.
One of the private providers (both CEO (D) and facility manager (N)) describes how the delivery
agreement with a certain municipality specifies intentions to share knowledge and that both the public
and private part are committed by the contract (also financially) to joint innovation projects. Facility
manager O has a similar contract. In such contracts, the terms for the public and private provider seem
to be equal to a larger extent than in some of the examples given by other private providers.
Municipal Context: Local Government Officials and Political Observation in the City Council
The key finding that there exist large variations in how the municipalities deal with private providers
do not seem to be caused by contracting type or provider type. Instead, the private providers point to
the importance of local government officials. The private suppliers have identified challenges in
dealing with the municipalities due to contextual factors, such as the amount of previous experience
government officials have with contracting out and shifts in partisan power in the city councils that
change political willingness to cooperate with private suppliers.
”There are some super talented local government officials, who of course have to make all this
make sense with too little money for too many care offers, and they are not helped by the
political leaders, as they should be. So in that way, they have an enormous amount of power.
… Well, they all say, "Well, there is free choice," but you can easily create a lot of obstructions
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for the free choice policy, without any politician ever finding out about it, or understanding
what is going on.” (C, CEO)
“Well, it is always a challenge, it requires a highly skilled administration within the
municipalities, because they are the ones who can influence the politicians to dare to discuss
the use of private providers, so it's really about the health departments in the municipalities,
how they handle it.” (D, CEO)
The statements are supported by A, B, E, and F. The providers give examples of inexperienced
local government officials dealing with private providers, for instance, local government officials
working with public contracting, who are not aware of the difference between outsourced nursing
homes through tenders (where the private provider is allowed to transfer profit made away from the
nursing home) and independent nursing homes with a delivery agreement (where any profit made has
to stay at that nursing home). The private providers emphasize that there is a large span in how skilled
and experienced local government officials are. The providers perceive the municipalities where
government officials possess previous experience with private provision as more professional and
effective in dealing with private providers.
All CEOs agree that local government officials play a key role in obtaining productive
collaborations. When the public managers miss previous experience in working with private providers,
it is hard to achieve fruitful relationship between the public and private partner. The above leads to the
following proposition:
Proposition 3. The less experience local government officials have with using private providers the
lower the synergies from mixed service delivery.
The private providers argue that local government officials’ experience in dealing with private
providers is much more important for the cooperation between the parties than political observation in
the city council. Revisiting the two statements made by C and D in this section, they mention not only
how local government officials are important for the supplier relationship, but also how cooperation
depends the cooperative willingness of local government officials to a larger extent than the local
politicians’ political observation. Especially in the interviews with CEOs who deal with several
municipalities, the importance of the political observation in city councils was a topic of interest. Most
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of the CEOs do not notice any differences in how they are treated by the municipalities based on the
political observation in city council.
”when I deal with local government, it is not a matter of right-wing or left-wing. It is a matter
of… how to solve this delivery obligation the best way possible.” (C, CEO)
This is supported by A and partly B. In some cases, the attitude towards the private providers has
changed, if the majority in the city council has shifted from right to left or vice versa, but the political
willingness to use private providers is more often related to the specific politicians elected than their
political observation (B). F also links a neighboring municipality’s unwillingness to cooperate with her
nursing home without delivery agreements with cost considerations instead of political observation.
Contrary to the majority of CEOs, E states:
”Well there is no doubt that you have to argue in a different way, if you are dealing with a
municipal left-wing than a municipal right-wing.” (E, CEO)
The results on impact of political observation in the city council are clearly mixed. However, all
CEOs agree that local government officials have a larger impact on the cooperation between
municipality and private provider than the political observation in the city council. Based on that
finding, the following proposition is put forward:
Proposition 4. Local government officials have a larger impact on the effects from mixed service
delivery than do political observation in the city council.
Differences between for-profit and nonprofit providers
Finally, I will comment on differences between provider types. When identifying access to resources
and municipal context as important factors for achieving the effects from mixed service delivery, I find
no differences between the nonprofit and for-profit providers. The private providers identify the same
challenges in dealing with the municipalities regardless of being nonprofit or for-profit. However, the
nonprofit providers are very aware of differentiating themselves from the for-profit providers.
According to the nonprofit providers, differences exists between for-profit and nonprofit organizations.
Such differences would potentially mean different learning opportunities for the public organizations
depending on what type of private provider they use. From the data it is clear that the nonprofit
suppliers are eager to differentiate themselves from the for-profit suppliers:
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“I think it’s fine that people are making money on this service (nursing homes). I do not have
any problems with that, but the competition has to be fair. And if a for-profit provider suddenly
appears and can perform a task 10% better than we can, people are lining up to live there, and
there is 10% for the investors too. That tells us that we are not good enough. We can learn from
that. I just haven’t met these providers yet.” (B, nonprofit CEO)
“When we are dealing with the municipalities, they emphasize nonprofit instead of for-profit.
And it may well be that there is also a political bias with the people you deal with, but if we can
run it at least as efficiently as the private, commercial providers, without withdrawing profits
for owners, then we have some competitive advantages. But we also have a competitive
advantage when it comes to values, because people working in the public sector also have a
special set of values, typically being “Well I work here because it interests me. I do not get a
large salary but that is okay because I have a meaningful job instead and I make a difference.””
(C, nonprofit CEO)
The last quote’s mentioning of the same set of values between the nonprofit organization and the
public sector is in line with the expectation of goal alignment between the public and nonprofit sector
put forward in the theory section. On the contrary, one of the for-profit CEOs finds the differences
minimal:
“Honestly speaking, no private players enter a market if not to make money. We can keep on
discussing that XX (nonprofit organization) prides themselves on being nonprofit, but no one
is running XX if not to make money. I mean, it’s just a question of what you call things. Because
there is no such thing as nonprofit organizations. There are no investors in XX, but they need
funds to run such a large central administration.” (E, for-profit CEO)
The nonprofit providers mention their values repeatedly as their raison d’être:
“If we are not different from the publicly run nursing homes, there is no reason for us to be in
this game” (A, nonprofit CEO)
The difference is clearest on the CEO-level, not among the facility managers. All facility
managers, both nonprofit and for-profit, point to the importance of attaining a cosy domesticity in the
nursing home. The finding might be because it is the CEOs and the centrally-placed staff who are in
111

CH. 2. Barriers to efficiency and knowledge sharing: Analyzing private suppliers in mixed service delivery

contact with municipalities initially to engage in discussions and negotiations on service provision
contracts. In such discussions, all private providers have to brand the organization and position
themselves against competitors. The for-profit providers’ key selling point instead seems to be different
workflows that can optimize the service delivery (D, E, N). However, the nonprofit suppliers mention
that they are often perceived as the lesser of two evils when compared with the for-profit suppliers by
local governments because of a higher degree of value alignment between the public and nonprofit
sector than between the public and for-profit sector, as the second quote states.
The nonprofit organizations all mention that the tendering process is too costly and requires too
many resources given the likelihood of actually winning the contract. The participating for-profit
organizations do not mention this, as they only operate nursing homes contracted out via local
government. Historically, there have been few competitive tenders for nursing homes, and due to few
tenders, some of the organizations simply have not obtained the necessary experience and competences
to make winning bids (A, B, C,; Rambøll, 2009). Typically, costs fall with increased experience making
bids on tenders (ROPS, 2014). Even though for-profit providers question the differences between the
for-profit and nonprofit providers, the following propositions are put forward for future testing:
Proposition 5a: Nonprofit providers believe to have a competitive advantage in being firmly aligned
with public sector motives.
Proposition 5b: For-profit providers believe to have a competitive advantage in efficient workflows.
An overview of the main findings and the propositions derived therefrom are listed in table 4.

Discussion
In the following, I discuss the findings and accompanying propositions. Three themes are discussed;
the municipal contact, missing access to resources, and the provider type.
Missing access to resources
Missing access to resources is identified as a barrier for achieving benchmarking and knowledge
sharing effects in the analysis. When looking at how missing access to resources affects benchmarking,
the lack of benchmarking observed by the private providers is interesting. One of the most frequently
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Table 4. Main findings and propositions.
Topic
Access to
resources

Main finding
The private providers experience differences in
resources allocated to public and private
nursing homes.
Differences in allocated resources impede both
efficiency and knowledge sharing synergies.

Proposition
Proposition 1: Increased transparency in
the resource distribution between the
public and private providers increases the
effectiveness of the benchmarking effect
from mixed service delivery.
Proposition 2: Differences in access to
resources, favoring the public provider,
decrease the likelihood of achieving
knowledge sharing.

Local
government
officials

There are large variations in the way local
government deal with private providers.
The providers perceive the municipalities
where government officials possess previous
experience with private provision as more
professional and effective in dealing with
private providers.
The results on whether political observation in
the city councils influence the private
suppliers’ operating terms are mixed. Local
government officials are believed to have a
larger influence on the cooperation between
the municipality and the private providers than
political observation in the city council.
No differences are found in identifying barriers
for achieving benchmarking and knowledge
sharing.
The nonprofit providers are eager to
differentiate themselves from the for-profit
providers.

Proposition 3: The less experience local
government officials have with using
private providers the lower the synergies
from mixed service delivery.

Political
observation
in city
council

Differences
between
for-profit
and
nonprofit
providers

Proposition 4: Local government officials
have a larger impact on the effects from
mixed service delivery than do political
observation in the city council.

Proposition 5a: Nonprofit providers
believe to have a competitive advantage in
being firmly aligned with public sector
motives.
Proposition 5b: For-profit providers
believe to have a competitive advantage in
efficient workflows

mentioned arguments for using mixed service delivery is the enhanced possibility for benchmarking
(Brown, et al., 2015; Ménard, 2013; Miranda and Lerner, 1995; Poulsen and Hansen, 2016). Instead,
the results indicate that if the oversight visits from the authorities are passed at a satisfactory level,
many municipalities view the visits as a sufficient control mechanism to secure nursing home quality.
Another explanation is that some municipalities actually do make comparisons, but the private
providers are not aware of it. As the municipalities are not included in the study, it remains unknown
if and why they use or do not use benchmarking. One reason for not using benchmarking may be that
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the service or the conditions for providing the service are not similar across public and private
providers.
One of the requirements for use of benchmarking is that the services provided internally and
externally are similar (Krzeminska et al., 2013). If they are not, the information from one supplier will
be useless in terms of controlling the other supplier(s). Amirkhanyan (2006) has investigated
divestment of nursing homes in the US and found that nursing homes with lower occupancy and
deteriorating physical environments were more likely to be privatized. Such nursing homes would have
had to be compared with the nursing homes that were kept public. In the sense that the internal and
external supplier are competing on different terms, it seems likely that one of the suppliers will perceive
such competition as unfair, which may lead to opportunistic behavior from the displeased supplier
(Heide et al., 2014). Whether the dissatisfaction expressed by the private providers translates into
opportunistic behavior is not examined in the study.
Even though the case study has not examined supplier opportunism as such, it is interesting that
many of the providers included in the study do not perceive comparisons, if any are made, to be fair.
The finding here seems to contradict Heide et al.’s (2014) conclusion that the supplier perceives the
sourcing organization’s monitoring and control as more legitimate when such governance mechanisms
are grounded in the organization’s internal production. As a result, the authors argue that monitoring
and control mechanisms work more efficiently. However, it is clear from the quotes in the analysis that
the private providers do not acknowledge internal production as a legitimate measure of comparison.
According to proposition 2, differences in access to resources, favoring the public provider, make
knowledge sharing less likely. Previous research has concluded that factors such as mutual trust,
regular communication, commitment, and inter-personal connection help to share knowledge
(Granovetter, 1973; Rashman et al., 2009; Reagans and McEvily, 2003). The findings in this study are
in line with existing research. The private providers’ awareness of not getting the same resources as
the municipal nursing homes do not foster knowledge sharing as it may impede the creation of trust
between the parties. The type of delivery agreement or contract also influences how much contact and
commitment there are between the municipality and the private provider. The smallest amount of
contact between municipalities and private providers seems to be in cases with nursing homes without
delivery agreements. Here, the municipalities have not decided themselves that a private provider
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should operate and they have not committed themselves to any kind of collaboration. On the other
hand, in the cases with knowledge sharing both parties have committed themselves contractually to
collaborate.
Municipal context
One of the key findings in the paper is that the municipalities deal with their private providers in very
different ways. Previous literature has stated that local government officials play a pivotal role as
stakeholders in the contracting process, as they are involved in developing and preparing tenders and
contract materials, carrying out procurement processes, evaluating tenders, overseeing contracts, and
monitoring private provider service delivery (Brown and Potoski, 2003b; Davis, Girth, and Stazyk,
2016; Lindholst, Hansen, Randrup, Persson, and Kristoffersson, 2017). According to Brown and
Potoski (2003b), local government officials’ previous experience is one of the factors that determine a
local government’s contract management capacity, and with little or no experience, the contract
management capacity will be lower. From a practitioner’s perspective, a data report (ROPS, 2015) on
competitive tenders in eldercare also emphasizes the importance of previous contracting experience.
The involved parties (both local government officials and private providers) in a case of contracting
out eldercare recommend that the scale of a tender is adjusted to the amount of previous experience the
public managers have in contracting. This supports proposition 3. The third proposition is also
supported by Porcher’s (2016) conclusion that municipal contract capabilities matter for the sourcing
decision and that previous experience with contracting increases the likelihood of using mixed service
delivery. In line with this, Hansen et al. (2011) conclude that mixed service delivery is more likely to
happen when both the internal and external expertise is high.
Destler and Page (2016) establish that for complex public services such as schooling or human
services, there is often a need to create markets because non-governmental supply is limited. The
authors find that local government is typically more frequently involved in creating markets and buying
smart than managing markets subsequently. Market management tactics could help suppliers manage
ongoing costs, provide ongoing technical assistance and problem solving, promote improvement
through knowledge sharing between providers, and publicize information about supplier quality to
improve citizens’ choice. It is striking that some of the market management tactics mentioned by
Destler and Page (2016) are exactly what the private providers in this case study would like to see
utilized from their host municipalities.
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The results contradict previous research that shows that a right-wing political orientation in local
government increase the use of privatization of services (e.g. Schoute, Budding, and Gradus, 2017). A
previous research report distinguishes between resistance towards private providers as rooted in
management issues or rooted in political issues. The resistance, either cultural, ideological, or
administrative, and lack of political willingness to use private providers might stem from a concern of
loss of control over provision (a management issue) and the belief that care is best provided by a public
provider (a political issue) (Rambøll, 2009). The paper adds to the previous research by emphasizing
that administrative willingness is essential for the relationship between the parties after a delivery
agreement has been entered. Still, for delivery agreements to be made in the first place, there must be
political willingness to enter into contracts with private providers. The results are not conclusive on
whether political willingness depends on political observation, but most of the data point to
management issues as crucial factors instead of political observation.
Type of provider
Finally, I will discuss the importance of provider type. I find no differences between the nonprofit and
for-profit providers when identifying barriers for obtaining mixed service delivery effects. The private
providers identify the same challenges in dealing with the municipalities regardless of being nonprofit
or for-profit. This is surprising considering previous research that emphasize that the provider type is
an essential factor in mixed service delivery. Hefetz et al. (2014) conclude that total contracting out is
used to a larger extent when the external supplier is another public organization, whereas partial
contracting out is used to a larger degree when the external supplier is a for-profit organization. The
partial contracting is done to continuously ensure citizen interest and reduce potential contracting risks.
For social services, Brown et al. (2015) find that mixed service delivery is more likely to happen with
a nonprofit partner than a for-profit partner.
When the nonprofit providers claim to have similar values to the public sectors, the claim is in
line with previous research (Van Slyke, 2007). Amirkhanyan (2010) argues that a higher level of
expected trustworthiness and goal convergence exists between nonprofit organizations and
government. The expectations lead to a different use of performance measures depending on whether
the evaluated provider is nonprofit or for-profit. According to Lamothe and Lamothe (2012) goal
alignment between public and nonprofit organizations is expected to cause higher trust levels in
supplier relationships between public organizations and nonprofit providers than relationships with for116
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profit providers, but they do not find any difference in trust placed on nonprofit versus for-profit
suppliers empirically. Like the for-profit CEO who questions the real differences between nonprofit
and for-profit organizations, some research also suggests that nonprofit organizations operating in
competitive environments behave much like for-profit providers (Heins et al., 2010; Heins and Bennett,
2016). Based on the above, it is difficult to determine if the nonprofit organization’s claim is part of a
branding strategy or in line with how the municipalities perceive the various types of providers.
Previous research does not offer any clear answer to this matter.

Limitations and future directions
As with any other research, my study is not without limitations. First of all, the context in which I
investigate mixed service delivery calls for some reflections. From previous studies, it seems that the
effects of mixed service delivery are highly dependent on what services are analyzed (Brown et al.,
2015). In line with Amirkhanyan et al.’s (2017) study of nursing homes, this study is conducted in a
service market that has high asset specificity, dependent clientele, extensive government subsidies and
regulations, and relatively low service measurability. The use of long-term care is more frequent in
countries and communities with high employment rates, high job-related mobility, and better
retirement benefits. The findings are therefore more likely to be analytical generalizable to similar
service markets than service areas with other characteristics. Secondly, a limitation in getting further
clarity on the effects of mixed service delivery in this study is that it only considers the private
providers, not all parties involved in the delivery system.
The knowledge on mixed service delivery would benefit from future research including both the
local government’s and the private supplier’s perspective. Case studies of the service delivery strategy
in different municipalities would provide further knowledge on the dynamics between the parties and
on how it influences the success of the mixed service delivery. Mixed service delivery can also be
provided through other public organizations, e.g., inter-municipal cooperation (Argento, Grossi,
Tagesson, and Collin, 2010; Bel, Fageda, and Mur, 2013; Warner and Hebdon, 2001). In Denmark,
municipalities use inter-municipal mixed service delivery for a number of service, e.g., in waste
handling, but not in nursing home provision. Having both for-profit, nonprofit, and other public
providers for the same service creates an even larger potential for knowledge sharing, as an additional
knowledge pool is added to the delivery system. It could even be speculated that it would be easier to
share knowledge with other public organizations because of a higher degree of goal alignment within
117

CH. 2. Barriers to efficiency and knowledge sharing: Analyzing private suppliers in mixed service delivery

the public sector than across sectors (Brown, Potoski, and Van Slyke, 2006). However, such
speculation has not been possible to investigate further in the nursing home context in Denmark.
As mentioned in the overview of existing empirical findings in the mixed service delivery
research, the results are mixed when investigating performance effects from mixed service delivery.
The paper does not address the effect of mixed service delivery on the providers’ or the overall
provisional system’s performance. Instead, I argue that obtaining insights on the dynamics between the
public organization and its external providers is a step closer to understanding the actual effects of
mixed service delivery. Therefore I have not questioned issues on differences between public and
private nursing homes in quality, one measure of provider performance, as research has already been
made on the topic (e.g. Amirkhanyan, 2008; Amirkhanyan et al., 2017; Bertelsen and Rostgaard, 2013;
Hjelmar et al., 2016). Finally, despite the limitations mentioned here, I suggest that further testing of
the proposition put forward in the paper will help the mixed service delivery research to progress.

Conclusions
The study is attempting to move the research on mixed service delivery forward by focusing on
the external provider in a mixed service delivery system. Furthermore, studies of mixed service
delivery for a social service, like nursing home care, are rare. The results suggest that the private
provider experiences that attitudes and setups vary a lot between municipalities. The results show
several barriers impeding benchmarking and knowledge sharing synergies between the public and
private sector identified by the external providers: First, the private suppliers argue that they often do
not have the same access to resources from local government as the publicly run nursing homes have.
Examples of resources include additional funds, support functions such as IT and HR, courses,
information and coordination sessions. As proposition 1 suggests, when resources are distributed
unevenly between providers, benchmarking becomes inefficient (Krzeminska et al., 2013), and the
private providers view the competition between the public provider and the external providers as
distorted. Furthermore, the unequal access to resources decreases the likelihood of sharing knowledge
between the public and private providers because of limited coordination between the parties, as stated
in proposition 2. Secondly, local government officials play a large part in how the relationship between
the municipalities and external providers starts and evolves over time, which leads to proposition 3.
Proposition 4 is an extension of proposition 3 and is based on the finding, that the effect of government
officials seems to be larger than the effect of political observation possessed by the city councils in the
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municipalities. According to proposition 5a and 5b, the nonprofit and for-profit providers emphasize
different reasons for using the two types of providers.
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CHAPTER 3
Strategies for cross-sectoral knowledge sharing: A multiple case study of mixed
service delivery

Stine Munk Poulsen
Aarhus University

Abstract
In recent years, there has been a rising focus on whether or not the public and private sector should use
each other more in order to increase innovation. One method to achieve cross-sectoral knowledge
sharing is mixed service delivery, a delivery mode where an internal provider and an external provider
simultaneously deliver the same service. However, though researchers claim that one of the effects of
mixed service delivery is knowledge sharing, not much is actually known about whether and how
knowledge sharing takes place in a mixed service delivery context. Four municipalities are included in
a multiple case study to investigate knowledge sharing in mixed service delivery. For each case both
public and private facility managers, municipal administrators, and CEOs from private provider
organizations are included, that is, all sides and levels of the supplier relationship are represented.
Results show two strategies for cross-sectoral knowledge sharing. One strategy is based on public and
private providers creating new knowledge together. The other strategy is based on internal knowledge
creation that is transferred to the private providers at a later stage. The results suggest that the contract
design is crucial for subsequent collaboration and knowledge sharing and that the balance between
local adaptation and overall provider strategy can challenge knowledge sharing.
Keywords: Mixed service delivery, concurrent sourcing, contracting, knowledge sharing, supplier
relationships
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Introduction
Public organizations perform complex tasks, and their external knowledge relations are becoming ever
more important through the development in and specialization of knowledge production (Brusoni,
Prencipe, and Pavitt, 2001). One of the main arguments for contracting out public services is that the
contracting will not only lead to cost savings, but also quality improvements, as it will enable private
actors, who are presumed to be more innovative, to develop new and qualitatively better ways of
providing the services (Isaksson, Blomqvist, and Winblad, 2018). In recent years, there has been a
rising demand for both public management practitioners and researcher to use the private sector more
in order to increase innovation in the public sector (Brown, Potoski, and Van Slyke, 2006; Edler and
Georghiou, 2007; Isaksson et al., 2018). A clear indication of this is the large escalation in literature
on public private partnerships (Hodge and Greve, 2007) and other hybrids forms (Bel, Brown and
Warner, 2014). One method of gaining access to the private sector’s knowledge is by using mixed
service delivery (Hansen, Mols and Villadsen, 2011). In mixed service delivery, also referred to as
concurrent sourcing (Hefetz, Warner, and Vigoda-Gadot, 2014; Porcher, 2016) or make and buy
(Hansen et al., 2011), a part of the service delivery is provided by one or several external 11 providers,
and the rest is provided internally by the public organization responsible for the overall service
delivery. Former studies show that mixed service delivery is a substantial empirical phenomenon in
the public sector (Hansen et al., 2011; Warner and Hefetz, 2008).
While there are many reasons for a public organization to use mixed service delivery, the main
objective in this paper is to investigate the knowledge sharing effect believed to happen from mixed
service delivery (Puranam, Gulati, and Bhattacharya, 2013). Through mixed service delivery, both the
sourcing organization and the providing organization can benefit from having access to an additional
knowledge base (Mols, 2010; Parmigiani, 2007). Even though one of the acclaimed effects of mixed
service delivery is cross-sectoral knowledge sharing (Krzeminska, Hoetker, and Mellewigt, 2013;
Hansen et al., 2011; Mols, 2010; Parmigiani, 2007; Puranam et al., 2013), not much is actually known
about whether and how knowledge sharing takes place in a mixed service delivery context (for an
exception in the generic concurrent sourcing literature, see Bradach, 1997). Most of the research
conducted on mixed service delivery is based on efficiency explanations, whereas only a low number

11

Throughout the paper, when referring to external providers, it can be both for-profit, non-profit, and other public
organizations providing the service. When referring to private providers, the term covers both for-profit and non-profit
providers.
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of studies include knowledge effects (Hansen et al., 2011; Parmigiani, 2007; Porcher, 2016; Poulsen
and Hansen, 2016). The amount of internal knowledge and capabilities influences if a mixed service
delivery strategy is chosen or not (Hansen et al., 2011; Porcher, 2016). However, whether knowledge
sharing happens or not, which type of knowledge is shared, and what can hinder knowledge sharing
are all questions still uncovered in the context of mixed service delivery. The widespread focus on
efficiency gains may be caused by examination of many different factors that all lead to efficiency
gains from mixed service delivery, such as enhanced opportunities for monitoring and benchmarking
both internal and external providers (Heide, 2003; Krzeminska et al., 2013; Miranda and Lerner, 1995;
Mols, 2010), exploitation of scale and scope economies (Hansen et al., 2011), intensified competition
in service markets (Girth, Hefetz, Johnston, and Warner, 2012; Hefetz and Warner, 2008), and securing
fail-safe delivery in case of an external provider default (Boyne and Meier, 2009; Hefetz et al., 2014;
Miranda and Lerner, 1995). While the theoretical foundations for these explanations lie in transaction
cost economics, agency theory, and neoclassical economies, fewer theoretical perspectives and
explanations are used in examining knowledge sharing effects; namely resource-based theory and
knowledge-based theory (Mols, 2010).
In order to investigate if and how knowledge sharing happens in mixed service delivery systems,
a multiple case study is conducted in the context of nursing home care in Denmark. In the generic
literature on knowledge sharing, Willem and Buelens (2007) have previously called for studies using
qualitative data to explain more in depth what is occurring in knowledge sharing processes. In order to
get a deeper understanding of that process, the case study is designed to perceive each case municipality
as a delivery system. Representatives from both the operational and strategic level in the public and the
private organizations involved in provision of nursing homes in four Danish municipalities are included
in the study. Here, each case or municipality is perceived as a delivery system where the parties
involved in the service delivery are all included. Not much, if any, research on concurrent sourcing
includes both sides of the supplier relationship or distinguishes clearly between the operational and
strategic level of mixed service delivery. However, the distinction between the operational and strategic
level in organizations are important, as it is mainly the operational staff who has to share their
knowledge and implement the new knowledge they have received in the daily operations (JanowiczPanjaitan and Noorderhaven, 2009).
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The case setting, nursing home care in Denmark, is an appropriate context in which to investigate
knowledge sharing. Nursing home care is primarily provided by municipal nursing homes, but several
nonprofit and for-profit providers also operate in the market. The providers are also active in other
service markets, such as hospitals and hospice care, which means that the providers have different
knowledge bases, both compared to each other and to the municipalities (which do not operate in these
service markets). Different knowledge bases are necessary to secure that knowledge sharing is
meaningful. In Denmark the nonprofit sectors dominates the private provision of nursing home care
(Bertelsen and Rostgaard, 2013; Isaksson et al., 2018). The higher degree of goal alignment between
the public and nonprofit sector makes it reasonable to believe that knowledge sharing is more likely to
happen with nonprofit providers than for-profit providers (Amirkhanyan, 2010: Brown, Potoski, and
Van Slyke, 2015; Rashman, Withers, and Hartley, 2009). Denmark may therefore be more likely than
other countries to experience knowledge sharing. In the following, I describe the theoretical base for
knowledge sharing in a mixed service delivery setting. Next, my methodology section covers nursing
home care as case setting, the case selection, data collection, and data analysis. The analysis itself
follows, and finally before some concluding remarks, the role of trust, length of contract, and provider
type are discussed.

Theory
Knowledge is a very broad concept, and no consensus on its definition and boundaries exists (Willem
and Buelens, 2007). In line with previous research by Willem and Buelens (2007), I limit knowledge
to practical and experience-based knowledge, that is, “practical understanding that enables a firm to
perform various operations” (Sanchez and Heene, 1997, 178). I define knowledge sharing as “the
process through which one unit is affected by the experience of another” (Argote, Ingram, Levine and
Moreland, 2000, 3). The studies which investigate knowledge effects from mixed service delivery
assume that knowledge transfer is possible (Parmigiani, 2007). It has previously been shown that the
knowledge possessed internally in the public organization affects whether a mixed service delivery
strategy is applied or not (Hansen et al., 2011). Prior contracting experience and low production
capabilities increase the likelihood of using mixed service delivery (Porcher, 2016). However, the
studies do not investigate if and how knowledge sharing happens, and if not, why it does not happen.
The only thing known is that internal competences are important for the sourcing decision. For service
delivery to be mixed, the public and private providers must deliver the same service within the same
local jurisdiction in the service provision (Miranda and Lerner, 1995). Bel and Rosell (2016) define
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mixed service delivery as “… carving up a jurisdiction into subunits and then parceling out the same
production and delivery process to different entities” (p. 533). What lies in the “same” is a particular
challenge in terms of knowledge sharing, as too high requirements on terms of similarity in the
production limit the possibilities for knowledge sharing, as the knowledge also becomes too similar
(Krzeminska et al., 2013). It is important that the knowledge possessed by the sourcing organization
and the knowledge held by its external provider(s) are different to some degree since the benefits of
knowledge sharing will not outweigh the costs of facilitating knowledge sharing in the case of too
similar knowledge bases.
According to resource-based theory, the advantage of mixed service delivery is access to an
increased knowledge base (Mols, 2010; Parmigiani, 2007). In this perspective, it is necessary to use
external providers because it is difficult to maintain all potentially relevant resources and capabilities
internally (Barney, 1991). At the same time, public organizations need internal provision in order to
have basic knowledge about the relevant provision processes to be able to understand the knowledge
coming from external providers, i.e., absorptive capacity (Cohen and Levinthal, 1990; Parmigiani and
Mitchell, 2009). Knowledge sharing is particularly important in services areas with technological
uncertainty. Committing itself too firmly to one technology is risky for the organization, since a
different technology may turn out to be superior at a later point in time (Krzeminska et al., 2013). Thus,
frequent changes in technology creates a need to learn from the environment (Parmigiani, 2007).
Following a different theoretical perspective, knowledge-based theory, the central goal for
organizations is to create valuable new knowledge for efficient problem solving (Nickerson and
Zenger, 2004). Internal capabilities are necessary to solve complex problems, whereas the external
providers are assumed to be more efficient than the internal party when complex problems are solved
(Nickerson and Zenger, 2004). The reason for using mixed service delivery according to this paradigm
is thus to achieve efficient problem solving at the same time as exploiting the efficiency of external
providers (Ahmadjian and Lincoln, 2001; Mols, 2010). While knowledge sharing in the resource-based
view potentially can transfer knowledge to both parties of the supplier relationship, the direction for
knowledge transfer in knowledge-based theory is from the sourcing organization and to the external
provider. The two perspectives of knowledge sharing in mixed service delivery differ in terms of the
direction of knowledge transfer. The direction of knowledge sharing has previously been discussed by
Poulsen and Hansen (2016). They argue that the direction of knowledge sharing depends on how the
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service provision is shared between the internal and external provider. If the majority of the service is
provided internally, the knowledge transfer will mainly happen from the external provider to the
internal provider, whereas if external providers delivers most of the service, knowledge transfer will
mainly happen from the internal provider to the external providers. The focus of knowledge sharing
according to this view is to strengthen the provider who is responsible for the majority of the service
delivery.
With this focus in mind, sharing knowledge in the public sector may be different and easier than
in the private sector (Rashman et al., 2009). Public sector organizations share complex external
challenges with private organizations, but have different drivers and goals for knowledge (Rashman et
al., 2009); whereas value appropriation is the main goal for firms, instead it is value creation for the
stakeholders in public organizations (Hansen and Ferlie, 2016). This implicates that it is not a problem
for public organizations to share knowledge with private organizations if it helps the citizens (Rashman
et al., 2009). Public organizations are therefore in general more likely to be able to collaborate than
private firms. However, knowledge sharing with an external supplier also depends on the ownership
of the supplier. Hefetz et al. (2014) find that total contracting out is used to a larger extent when the
external supplier is another public organization, whereas partial contracting out is used to a larger
degree when the external supplier is a for-profit organization. The latter is done to continuously ensure
citizen interest and reduce potential contracting risks. In this view, collaboration with other public
organizations is less risky than collaboration with for-profit organizations (Hefetz et al., 2014).
According to Brown et al. (2006), knowledge sharing is easier to achieve with other public
organizations because of a higher degree of goal alignment within the public sector than across sectors.
Another necessary requirement for efficient knowledge sharing to happen is trust, as trust and
the possibility to collaborate are closely connected (Zaheer and Venkatraman, 1995). The issue of trust
is especially relevant when examining nursing home care. It is difficult to write contracts that are
monitorable in “soft” services areas such as nursing home care (Allen, 2002; Brown, Potoski, and Van
Slyke, 2009; Coleman, Checkland, McDermot, and Harrison, 2013), since many of the quality
dimensions for this service are hard to formulate and make measurable (Isaksson et al., 2018).
Furthermore, trust often increases the more you collaborate. This means that the length of the
relationship has an impact on the possibilities for knowledge sharing (Rashman et al., 2009). In terms
of trustful relations, Janowicz-Panjaitan and Noorderhaven (2009) emphasize the importance of trust
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on the operational level, i.e., that the publicly employed personnel and the external provider’s personnel
trust each other. In other words, for knowledge sharing to happen, the relations at the operational level
are important, not just at the managerial level. Previous research has concluded that strong ties
characterized by mutual trust, regular communication, commitment, and inter-personal connection help
to share knowledge (Granovetter, 1973; Rashman et al., 2009; Reagans and McEvily, 2003).
However, there exist incentives for withholding knowledge instead of sharing it. The primary
risk for knowledge sharing organizations is the “likelihood of unilaterally or disproportionately losing
one’s own core capability or skill to the partner” (Kale, Singh and Perlmutter, 2000, 217). Nickerson
and Zenger (2004) identify some pitfalls for knowledge generation that are highly relevant for
knowledge sharing in a mixed service delivery context; individuals have an incentive to acquire
knowledge strategically to maximize their power position in relation to others. Next, individuals will
protect their knowledge, because the value of important knowledge devaluates when the knowledge is
shared with others. If the individuals instead are reluctant to share their knowledge, their power in
relation with others will develop further (Nickerson and Zenger, 2004). The pitfalls are relevant in the
mixed service delivery context since the providers can perceive each other as competitors. If the
competition perception is dominating, the providers will be reluctant to share knowledge (Nutley and
Davies, 2001).In both a public and private sector context, knowledge sharing can be undermined by
competition between service providers and a decline in trust, accompanied by increased defensiveness
(Nutley and Davies, 2001). To investigate if and how knowledge sharing happens in a mixed service
delivery context and whether it is in line with previous research, I use a multiple case study of Danish
municipalities’ organization of nursing home care.

Methodology
In the following, I present the study’s research method and reflect on case setting, case selection, and
data collection and analysis. Knowledge sharing from mixed service delivery is investigated in the
setting of nursing home care in Denmark, a social service under the jurisdiction of the Danish
municipalities. This means that when I want to investigate a service delivery system, the municipalities
constitute the overall frame for such systems. Since only little is known about whether and how
knowledge sharing takes place in a mixed service delivery system, a multiple case study including four
municipalities is chosen as method. Within these four municipalities or service delivery systems,
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representatives from the public and the private sectors at both the strategic and operational level are
included.
The multiple case method is fitting when not much is known about the phenomenon being
scrutinized, since multiple case studies allow for an explorative approach by which to investigate mixed
service delivery systems (Eisenhardt ,1989; Gerring, 2004; Yin, 2013). Case studies offer the
advantage of richer details of actual cases and their contextuality (Jensen and Rodgers, 2001). Willem
and Buelens (2007) have previously called for qualitative studies of knowledge sharing, as the richer
details are needed to get an in-depth understanding of the complex process of knowledge sharing.
Finally, a multiple case study like this allows for both within-case analysis and cross-case search for
patterns across cases (Eisenhardt, 1989).
Case setting: Nursing home care in Denmark
The Danish social care system is based on a principle of universalism and is characterized by extensive
public provision of welfare services (Brennan, Cass, Himmelweit, and Szebehely, 2012). One of the
reasons why nursing home care has been provided mainly by public providers is that nursing home
care is considered one of the core welfare services in Denmark, and the government funds social care
services such as nursing home care extensively and regulates the services in the same manor
(Amirkhanyan, Meier, O’Toole, Dakhwe, and Janzen, 2017; Bertelsen and Rostgaard, 2013). Use of
long-term care is widespread in Denmark compared to other countries, partly due to high employment
rates and relatively favorable retirement benefits (Amirkhanyan et al., 2017; Bertelsen and Rostgaard,
2013). Another reason for limited use of private providers is the strength of stakeholders, such as users
and employees, against contracting out. In the Danish municipalities, the strongest producer- and user
stakeholders are in services with relatively many and well-organized employees and concentrated user
interests, which is true for services such as elder care, schools, and day care institutions. There is less
attention on services with a lower salary share and where user interest are more diffuse, such as road
maintenance (Foged, 2015; Serritzlew, 2005, 417).
Nursing home care is chosen as the setting for investigating mixed service delivery for several
reasons. Nursing home care is a service characterized by weak and vulnerable users, assets are highly
transactional-specific, and the ability to measure service quality is low (Amirkhanyan et al., 2017;
Brown and Potoski, 2003a; Isaksson et al., 2018). Nursing home care can therefore be characterized as
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a complex service alongside other services such as daycare institutions and schools (Foged, 2015;
Serritzlew, 2005), that is, a type of service that has not been given a lot of attention in previous research
on mixed service delivery (Poulsen and Hansen, 2016). There exist large variations in the use of private
providers of nursing home care exist across the Danish municipalities. While several municipalities
use no private providers at all, no municipality has outsourced its entire provision of nursing homes.
Instead, in many of the municipalities the organization is a case of mixed service delivery. The use of
private suppliers is more widespread for home care than nursing homes, primarily due to the policy on
citizens’ free choice of home care provider. Ideological reasons and previous examples of untimely
termination of contracts in home care provision that left citizens without home care have made
municipalities reluctant to use private nursing home providers (Rambøll, 2009). Nursing home care is
a social service often provided by both public, non-profit, and for-profit providers (Amirkhanyan et al.,
2017; Bertelsen and Rostgaard, 2013). All three types of providers are present in Denmark, although
most of the nursing homes are operated by the Danish municipalities (Hjelmar et al., 2016). Several
private providers are available for contracting, and the Danish private market for nursing homes is
dominated by non-profit organizations (Bertelsen and Rostgaard, 2013).
In Denmark, the municipalities hold the responsibility for providing nursing home care.
Typically, several nursing homes operate independently of each other in a municipality. This makes
nursing home care a service where mixed service delivery is likely to occur, since it is easy to outsource
one nursing home without it affecting any of the other nursing homes’ daily operations. The
municipalities can provide nursing home care and home care, whereas some private nursing home
providers are active in other service markets, such as home care and hospices and hospitals. There may
be economics of scope, that is, benefits from providing both nursing home care and related services
such as home care, terminal care, and medical care. The structure with independent units each
providing the same service can be a challenge in experiencing knowledge sharing, since the units do
not depend directly on each other in the daily operations. At the same time, well-organized municipal
employees and the labor unions representing them can potentially try to hinder the use of private
providers, as the use potentially can mean public jobs will disappear (Foged, 2015) which also can lead
to reluctance to share knowledge with the private providers. Nursing home care is a labor-intensive
service with strong labor unions (Serritzlew, 2005), which can make it challenging to obtain knowledge
sharing effects.
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One of the theoretical arguments for using mixed service delivery is based on technological
uncertainty. Eldercare in Denmark has undergone major technological changes since the late 1990’s
(Nielsen, Mathiassen, and Nevell, 2014), but compared to other services and markets the speed of
technology changes in nursing home care is relatively slow. This means that mixed service delivery is
not expected to happen in nursing home care because of technological uncertainty. However, the
Danish municipalities prioritize to implement new welfare-technological solutions (Local Government
Denmark, 2019). The priority given to develop and implement welfare technology makes it important
to have access to various knowledge pools (Hansen et al., 2011; Mols, 2010; Parmigiani, 2007). The
private sector is assumed to be more innovative in developing new and qualitatively better ways of
providing the services which make private knowledge pools attractive to get access to (Isaksson et al.,
2018). I therefore expect cross-sectoral knowledge sharing as a reason for using mixed service delivery
in nursing home care. Given the structure and potential conflicting interests between important
stakeholders within this service setting, it may be more difficult to obtain knowledge effects than for
services with a larger dependency between units or with weaker stakeholders.
In Denmark, all citizens are entitled to nursing home care if their state of health requires constant
care. Funding for accommodation and care is segregated, which means that the residents pay rent and
for services used, such as meals, laundry, and cleaning (Bertelsen and Rostgaard, 2013), while care is
funded by the municipalities, no matter which type of nursing home the citizens opt for. There are four
main types of nursing homes. Public nursing homes operated by municipal staff, independent nursing
homes with delivery contracts, outsourced nursing homes, and private nursing homes without delivery
contracts. The first group is by far the largest since the municipalities operate most Danish nursing
homes. No matter which type of nursing home a citizen wishes to live in, an assessment officer must
make a health assessment and declare that the citizen is entitled to nursing home care. The types
described in the following are main types, and variations exist concerning the agreements made with
the local municipality. Table 1 summarizes the main differences between nursing home types. The
stated number of nursing homes for each type is based on Hjelmar et al.’s estimates from 2016.
Private nursing homes with a delivery contract
Two main types of contracts for private nursing home providers to make with local government exist.
First, independent nursing homes with a delivery contract, and second, private nursing homes
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contracted for through competitive tenders (outsourced nursing homes). Independent nursing homes
with delivery contracts are the most prevalent type of privately operated nursing homes, since relatively
Table 1. Main types of nursing home provision.
Municipal
nursing homes

# nursing
homes
Ownership
Municipal
regulation
Municipal
allocation of
places
Possibility to
make profits
Type of
providers
Length of
delivery
contract

Private nursing homes with a delivery
contract
Independent nursing
Nursing homes
homes with delivery
outsourced through
contract
tenders
Approx. 90
Approx. 15

Private nursing
homes without
delivery contracts

Public
Municipal
administration
Yes

Private
Delivery contract

Private
Competitive tenders

Yes

Yes

Private
No contractual
relations
No

No

No

Yes

Yes, in principle

Municipal

Non-profit

For-profit and nonprofit
Clearly defined in
contract, often with an
option to continue the
arrangement in an
additional, limited
period.

For-profit and nonprofit
-

Approx. 730

-

Not stated in contract.
Contract can typically
be terminated with
one year’s notice.

Approx. 75

Source: Own creation, inspired by Hjelmar et al. 2016, Bethelsen and Rostgaard 2013.

few municipalities have outsourced nursing homes through competitive tenders. For both types, the
municipal authorities still hold the responsibility for assessment of need and allocation of places
(Hjelmar et al., 2016). Two important differences exist between independent nursing homes with a
delivery contract and outsourced nursing homes. First, the outsourced nursing homes are allowed to
make profits and transfer such to the providing organization, which independent nursing homes with a
delivery contract are not allowed to. This means that only non-profit providers run the independent
nursing homes. Secondly, for the outsourced nursing home the contract only applies for a limited
period, often with an option to continue the operation in an additional, limited, period. For the
independent nursing homes with a delivery contract, the contract does not state when the arrangement
terminates, but the contracting parties can typically terminate the delivery agreement with one year’s
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notice (Bertelsen and Rostgaard, 2013). Compared to the municipally operated nursing home, the
independent nursing home has additional authority over their budgets, and a potential budget surplus
is not returned to the municipality by the end of the year (Bertelsen and Rostgaard, 2013). In terms of
the competitive tenders, private providers compete on elements such as price, quality, and
development. The weights assigned to each element differ between tenders.
Private Nursing Homes without Delivery Contract
Private nursing homes are also allowed to operate without a delivery contract if the nursing home has
obtained proper certification (Bertelsen and Rostgaard, 2013). The main difference between
independent nursing homes without delivery contract and the other types of nursing homes is that
nursing homes without a delivery contract are not a part of the municipal allocation. Citizens wishing
to live in a nursing home without delivery contract still have to go through entitlement assessment, but
these nursing homes are responsible for attracting new residents themselves. The providers are allowed
to make a profit of this type of nursing homes, but not all providers are working for profit (Hjelmar et
al., 2016). The private nursing homes without delivery contract have a different role in the service
delivery system as their presence in a municipality is not determined by the hosting municipality. As
shown in the analysis, this has an impact on the relationship between the nursing homes without
delivery contract and the municipalities.
Case selection
The case municipalities are selected to create variation in cases with regards to the use of private
nursing home providers. The cases are therefore not selected randomly, but based on certain
characteristics, a common approach in case studies (Meyer, 2001). More specifically in this study, four
municipalities are selected based on variation in their use of private providers of nursing home care. 12
The selection criteria are based on several factors. First, previous research argues that the amount of
the service delivery provided by an internal provider versus an external provider influences the
knowledge sharing process (Poulsen and Hansen, 2016). Second, the extent of private provider use is

12

As a starting point, I used the indicator of competitive tendering (ICT) for account 5 in the overall account plan for the
municipalities in Denmark for the year 2017 to identify relevant cases. The ICT scores for all Danish municipalities can
be found on the website www.noegletal.dk, published by the Ministry of Economic Affairs and the Interior. Account 5
covers the municipalities’ costs for social services and employment. Social services include daycare, eldercare, services
for children and adults with special needs, and integration services for immigrants (Ministry of Economic Affairs and the
Interior, 2018). The ICT score is therefore made up by all competitive tendering for account 5 activities in a municipality,
not just nursing home care.
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closely connected to the municipal administrators’ experience in dealing with private providers, and
this experience influences the effects achieved from mixed service delivery (Brown and Potoski,
2003b; Hansen et al., 2011; Porcher, 2016). Table 2 gives an overview of the included municipalities,
which I have named based on their use of private providers. Even though the municipalities
MostNonprofit and MostFor-profit have a similar degree of private nursing homes (66,7 % versus
70%), the number of municipal nursing homes is twice as big in MostNonprofit as in MostFor-profit.
The difference in the number of municipal nursing homes is important for the way the municipalities
share knowledge across sectors as will become clear in the analysis section.
Table 2. Overview of included cases and interviews.
Case municipality
Degree of private
nursing homes in
the municipality
Types of nursing
homes

NoPrivate
No private nursing
homes

FewPrivate
Low
(Approx. 10%)

MostNonprofit
High
(Approx. 66,7%)

MostFor-profit
High
(Approx. 70%)

Only municipal
nursing homes

All four types

All four types

# interviews in the
municipality1
Interview details

4

5

6

Municipal nursing
homes, outsourced
nursing homes
through tenders,
and nursing homes
without delivery
agreements
8

Two municipal
administrators
Municipal facility
manager
Private facility
manager from
neighboring
municipality2

Municipal
administrator
Municipal facility
manager
Private facility
manager
Two CEOs

Two interviews
with three
municipal
administrators
Two municipal
facility managers
Private facility
manager
CEO

Municipal
administrator
Municipal facility
manager
Three private
facility managers
Three CEOs

1: The total number of interviews stated in the table exceeds the number of interviews stated in the main text. Some
private providers operate nursing homes in several of the case municipalities, and the interviews with the CEOs of these
providing organizations are included in each municipality the organization operates in.
2: The nursing home in the neighboring municipality is a nursing home without delivery agreement, and citizens from
municipality FewPrivate can therefore decide to use this nursing home. Because of this, the nursing home has some
experience in dealing with municipality FewPrivate.

In the four municipalities combined, six private nursing home providers operate; some of the
private providers operate in more than one of the case municipalities. In one of the case municipalities,
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no private providers operate nursing homes. The case is however still relevant in understanding how
knowledge sharing processes take place in a mixed delivery system compared to a single-provider
delivery system. Cases are anonymized due to the continuing collaboration between the parties
involved. I believe that the promise of anonymity has been an advantage to the study, as it has increased
the willingness of all parties in the service delivery system to share information.
Data collection and analysis
The data is multisource and consists of 22 in-depth interviews with the parties in a mixed service
delivery system, 3 interviews with representatives from different interest groups relevant to nursing
home care to gain understanding on the case setting, register data on local governments, evaluation and
research reports on nursing home care in Denmark (Hjelmar et al. 2016; Rambøll 2009, 2012; ROPS
2014, 2015), news articles, and additional background information. The interviews within the service
delivery systems are conducted with 1) local government administrators (six interviews), 2) municipal
facility managers (five interviews), 3) CEOs 13 of private nursing home providers (five interviews), and
4) private facility managers (six interviews). The interviews were semi-structured and an interview
guide was prepared beforehand.
The interview guides were adapted to the differed interview settings with CEOs, local
government administrators, and facility managers. Furthermore, small differences in the interviews
with the facility managers were made in order to account for different contracting forms. However, all
versions of the interview guide covered the main topics, namely coordination and knowledge sharing.
Coordination includes both contact and collaboration elements. The code is based on knowledge
sharing literature that identify these factors as important for the knowledge sharing process (e.g.,
Granovetter, 1973; Rashman et al., 2009).In terms of coordination, the questions were asked for each
relation to the other actors in the service delivery system. For example, a private facility manager was
asked about his or her coordination with the municipal administration, public facility managers, other
private facility managers, and the management in his or her organization. For knowledge sharing, it
was noted if it was intra-organizational or inter-organizational. The need to distinguish between intraorganizational and inter-organizational knowledge sharing became clear during the first interviews

13

Some of the private providers of home care in Denmark are international companies organized with a country manager
or similar for the Danish market. In order not to reveal too much information about the included cases, all interviewees at
managerial level are referred to as CEOs, albeit their exact title can be different.
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with the private providers. Initially, I was interested in inter-organizational knowledge sharing, but
realized that the facility managers did not necessarily have a need for sharing knowledge with peers
from other organizations, because they already got that need covered by colleagues within their own
organization. The interview guide with municipal administrators also covered the reasons for having
the current delivery system for nursing home care. The topic was covered by asking open, general
questions about the sourcing structure and the reasons for the specific structure at first and then
continuing with more narrow theory-based questions. The questions were based on identified factors
for using concurrent sourcing, including asset specificity from transaction cost economics (Hansen et
al., 2011), information asymmetries from agency theory (Heide, 2003), and differences in competences
and capabilities from resource-based theory (Parmigiani, 2007). The interviews were transcribed and
coded in NVivo 12. I used an abductive approach to coding (Alvesson and Kärreman, 2007; Linneberg
and Korsgaard, 2019), as I had theoretical expectations regarding knowledge sharing and coordination,
but at the same time wanted to explore themes requiring an inductive approach, such as the dynamics
between the four groups of interview persons. Analyses were made from condensing and finding
patterns in the data using displays (text matrices) structured by themes. For each case, statements coded
under a specific theme were compared within case at first, meaning that I compared the statements
from the public and private facility managers, the provider CEOs, and the local government
administrators to understand the situation and the dynamics between the parties in each case
municipality better. Secondly, I compared the case municipalities with each other, both for each of the
four parties in the delivery system, e.g., comparisons on statements from local government officials
across cases, and for the general delivery system in the case municipalities. Table 3 offers an overview
of the main codes, subcodes, and example of coded text.

Analysis
In the following, the results from analyzing the case municipalities are presented. First, the various
reasons for the current delivery system are discussed. Based on especially two of the case
municipalities, I identify two main strategies for cross-sectoral knowledge sharing. Further, the
contract design is shown to be critical for understanding knowledge sharing. Finally, balancing
between local adaptations and overall strategy can impede knowledge sharing.
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Table 3. Codes and representative data.
Code
Description
Reasons for All reasons given
current
for having the
delivery
current delivery
system
system

Source
Existing research
on mixed service
delivery system,
e.g., Brown et al.,
2015; Hansen et
al., 2011; Heide,
2003; Mols, 2010,
Parmigiani, 2007

Coordination All statements on
coordination with
other parties in the
service delivery
system. Type of
contact,
coordination
frequency, and
contact person.
Descriptions of
typical
coordination with
the other parties,
how coordination
take place,
examples of
extensive
coordination,
examples of
limited
coordination

Knowledge
sharing literature
stating
coordination is
important, e.g.,
Granovetter,
1973, Rashman et
al., 2009;
Reagans and
McEvily. 2003
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Subcodes
Reasons for
using
private
providers

Example of coded text
”I imagine that when [provider
name] also operates a nursing home
in [city name], they will maybe get
some ideas there that will also flow
into our municipality” (municipal
administrator, MostFor-profit)
Reasons for ”… we have to keep some of the
using
service delivery municipally to
public
secure that we at all times know
providers
what a certain service entails.”
(municipal
administrator,
MostNonprofit)
… with
”I have the closest contact with the
municipal
district manager” (municipal
adminifacility manager, NoPrivate)
stration
… with
”The attitude has never been that
municipal
“now we’ll test something innursing
house”. We try to say ”we
homes
cooperate on the same terms”
(municipal administrator, MostForprofit)
… with
“I don’t always know how
private
interested the private facilities are
nursing
in following our strategy. I mean,
homes
they have their own key issues that
they emphasize, right? So, they can
have a parallel strategy that also has
to work, right? You can say, as long
as there are no professional
challenges, there is a limit to how
much we need to interfere.”
(Municipal administrator,
FewPrivate)
… with
”I report to my own organization
managetwice a year about my nursing
ment in
home’s use of unskilled labor and
private
our use of skilled labor. My
providing
organization has some requirements
organizaon what the percentage of skilled
tions
labor should be, and it is actually a
bit higher than the percentage
required by the municipality.”
(Private facility manager, MostForprofit)
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Table 3 cont. Codes and representative data.
Code
Knowledge
sharing

Description
Potentials for
knowledge
sharing, examples
of learning from
the other parties,
examples of
teaching other
parties, the
process of sharing
knowledge

Source
Generel
knowledge
sharing literature
and studies of
knowledge
sharing in mixed
service delivery,
e.g., Krzeminska
et al., 2013; Mols,
2010; Parmigiani,
2007; Rashman et
al., 2009; Reagans
and McEvily.
2003

Subcodes
… happens

… does not
happen

Example of coded text
“If I face an issue regarding
dementia, I can easily call [name of
nursing home] and ask [name of
facility manager], “what would you
do in this situation?” (Private
facility manager, MostFor-profit)
”I don’t think we compete. It’s more
like we want the best for each other
and want to help each other. Of
course, there are some things that we
do differently. And some things are
possible at, let’s say [name of
nursing home] because it fits
together with the nursing home’s
culture, but it would be impossible
to do the same at my nursing home.”
(Municipal
facility
manager,
NoPrivate)

Reasons for the current service delivery system
The reasons for choosing a specific service delivery system make cross-sectoral knowledge sharing
more or less likely. For instance, if the main objective of contracting out is to achieve financial savings,
the tender may put more weight on price in evaluating the tender bids than on future development
potential. In table 4, the main reasons the municipal administrators gave for the current service delivery
system in the case municipalities are listed. As indicated by the name, municipality NoPrivate has no
private provision of nursing homes. This is due to political reluctance on their part to use private
providers. On the contrary, in municipalities MostNonprofit and MostFor-profit, a political willingness
to work with the private sector and a strong political belief in the benefits of private markets are clearly
expressed. For the three municipalities which have mixed service delivery of nursing homes knowledge
sharing or learning are brought up as one of the reasons for using private providers, but these are not
stated to be the main reason. Based on this finding, it seems reasonable to expect that the cross-sectoral
knowledge sharing has been given some attention in the three municipalities. On the other hand, in
both municipality FewPrivate and MostNonprofit a reason to use private providers is to create diversity
in the offers of nursing home care to the citizens. Diversity in offers does not necessarily create
collaboration or knowledge sharing activities, as the various offers can operate side by side with limited
coordination.
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Table 4. Reasons for the current delivery system in the case municipalities.
Municipality
Degree of private
nursing homes in
the municipality
Main reason for
delivery system
Other reasons
mentioned

NoPrivate
No private nursing
homes

FewPrivate
Low
(Approx. 10%)

MostNonprofit
High
(Approx. 66,7%)

MostFor-profit
High
(Approx. 70%)

No political
willingness to use
private providers
Concern for
delivery obligation
in case of provider
default

Political wish to
use the private
sector more
Diversity in
service offers to
the citizens

Diversity in
service offers to
the citizens
Political
willingness to use
private providers

Strong political
beliefs in private
markets
Knowledge
transferred into the
municipality

Learning
opportunity

Cost savings

Insufficient market

Access to private
sector knowledge

Two ways to share knowledge across sectors
All case municipalities work on improving knowledge on topics such as nutrition, dementia, and
documentation. When considering the different topics the municipalities work with, no difference are
detectable between municipality NoPrivate, dealing with municipal nursing homes only, and the other
case municipalities. In municipalites NoPrivate and FewPrivate, the nursing homes are divided into
districts based on geography, and in the two municipalities much of the knowledge sharing activities
take place within these districts. As only a small share of the nursing homes in municipality FewPrivate
is privately provided, some of the districts do not include privately run nursing homes.
The case municipalities represent two different ways of sharing knowledge. In municipality
MostFor-profit, a strong emphasis is put on sharing knowledge between the providers. The municipal
administration has done much to equate the public and private providers, and they operate on the same
terms. Furthermore, the contract with the providers clearly state that the responsibility for innovation
lies with the providers, and the providers are committed by the contract to pay a certain share of their
revenues earned through the contract into a joint development partnership. In municipality MostForprofit, the knowledge sharing process is between the facility managers. The municipal and private
facility managers all disclose that they also share knowledge and experiences with each other through
informal channels, not just in the meetings set up by the municipal administration:
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“If I face an issue regarding dementia, I can easily call [name of nursing home] and ask [name
of facility manager], “what would you do in this situation?” (Private facility manager,
municipality FewPrivate)
Compared to municipality MostFor-profit, in municipality MostNonprofit and to some extent in
municipality FewPrivate the municipal provider is more closely connected to the municipal
administration. Although there is a clearly stated intention of co-creation in municipality
MostNonprofit both across public-private providers and across functions, e.g., schools, daycare,
libraries, and nursing homes, many of the large development projects described by municipal facility
managers and municipal administrators have started as pilot-projects within the municipal nursing
homes and are later implemented in the other nursing homes. The chain of command makes is easier
for the administration to initiate development projects with the municipal provider than the private
providers.
“I think we use the municipal nursing homes for more projects, simply because we can. We can’t
do that to everyone, you don’t have the same right of disposal, in that way. That’s what I meant
by saying that we need to have sort of a municipal cluster to try new things. The private or
independent facilities can join in, but we have another right of disposal of a municipal facility
manager, in the way that there are always projects she must participate in.” (Municipal
administrator, municipality MostNonprofit)
At the same time, it has been a priority for the head of the municipal administration, which is
responsible for nursing home care, to create a strong community for the municipal facility managers.
A very strong community is present between the municipal facility managers, which may hinder crosssectoral knowledge sharing, since the municipal facility managers get their need for exchange and
discussion of experiences covered in the municipal context (emphasized by both municipal facility
managers in MostNonprofit). This means that more internal knowledge sharing than cross-sectoral
knowledge sharing takes place. It seems that the solutions developed internally are shared with the
private provider. Cross-sectoral knowledge sharing still exists in the municipality, but through a very
different strategy than in municipality MostFor-profit. Figure 1 illustrates the two strategies.
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Figure 1. Two strategies for knowledge sharing.
Strategy 2

Strategy 1

Municipal
administration

Municipal
administration
Private
provider(s)

Municipal
provider

Municipal
provider

Private
provider(s)

The dashed boxes indicate the main driver of development and innovation in the municipality’s
nursing homes, and the arrows indicate the direction of knowledge sharing. When comparing the two
strategies, the roles of the municipal administration diverge. In the first strategy, identified in
municipality MostFor-profit, the municipal administration can only suggest topics for further
development in the development partnership, but not decide which topics the providers will focus on.
In municipality MostFor-profit, the contract with the providers requires that two topics, nutrition and
risk assessment, have to be investigated in the development partnership. In that way, the contract is
used to ensure that the municipal interests in these topics cannot be ignored, but beside from these
development projects, the municipal administration has little ownership over the development process
and possesses only a role as facilitator. On the other hand, the municipal administration holds a large
share of the ownership for development projects in municipality FewPrivate. The more active role is
due to strong internal competences in driving development projects combined with the fear of no
development happening if the responsibility is placed solely on the providers.
”I believe that the municipals have a major competitive advantage, and we have more tasks that
we have to solve. At least in [name of municipality], they have a lot of development projects
going on, and I think many municipalities will discover that they are further ahead [than private
providers]. In any case, I think it is dangerous to place it [development projects] with the private
providers. (Municipal administrator, municipality MostNonprofit)
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The “dangerous” element seems to lose ownership of projects, but also knowledge and capabilities
about the service. Another municipal administrator in MostNonprofit states:
”… we have to keep some of the service delivery municipally to secure that we at all times know
what a certain service entails.” (Municipal administrator, MostNonprofit)
The reason for the ownership of the development projects lies mainly with the private providers in
municipality MostFor-profit, that is, the knowledge acquired by the private providers in the
development partnership can benefit their entire organization, not just the nursing homes in
municipality MostFor-profit. The private providers “would get something for free” (municipal
administrator, municipality MostFor-profit) if the municipality is responsible for innovation
development. However, with several municipal and private nursing home providers in municipality
MostFor-profit, the process of development is cumbersome at times. The providers do not always agree
on which projects are most important, and the motives for developing specific areas can differ
(municipal provider, municipality MostFor-profit). Relating to Nickerson and Zingers (2004) pitfalls
for knowledge sharing, some of the providers have experience to invest in a project themselves and
later, the other providers want to do a similar project within the joint development forum. The providers
who have already invested think the similar project is a waste of time and resources. In that sense, the
providers do not always have the same interests in what to develop. With the second strategy, identified
in municipality MostNonprofit, the municipal administration will decide which development projects
to pursue 14. The process of deciding what issues to develop and then implement is faster in strategy 2
simply because the main control of the project lies with one party, namely the municipal administration.
Table 5 summarizes the characteristics of the two knowledge sharing strategies identified in the
analysis. The two strategies indicate that differences in the contract design have an impact on
knowledge sharing. This will be elaborated on in the next section.

14

An exception is funds for development projects managed by national authorities that individual nursing homes can
apply for.
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Table 5. Characteristics of the two models for cross-sectoral knowledge sharing.

Private provider’s role

Large inclusion of private
provider’s knowledge and
competences

Development speed
Main control of
development projects
Theoretical basis

Slow
Providers

Strategy 2
Large ownership of development
projects
Driving innovation projects
Closer ties with municipal
administration
Develop competences and
knowledge internally
Provide a different offer to the
citizens
Involved in development projects at a
later stage
Fast
Municipal administration

Ressource-based theory

Knowledge-based theory

Municipal administration’s
role
Municipal provider’s role

Strategy 1
Little ownership of developments
projects
Facilitators
Operate on same terms as private
providers

The importance of contract design
When designing the delivery contract or tender, the private providers identify two key elements: The
timeframe for delivery and contractual commitment to collaborate on innovation projects. In
competitive tenders the service delivery is limited to a certain time period specified in the tender,
whereas independent nursing homes with a delivery contract continue to deliver until the provider or
the municipality terminates the contract. The private providers prefer the longest delivery period
possible:
“Not long ago, we made a bid for a tender in [name of municipality] and lost it. … Surely I
would like to win, after spending energy, time and money on the bid, but I would much rather
prefer a delivery contract. That is because the tenders typically last for four, five, six years, but
if you make a delivery contract, it typically lasts for a longer period of time and may then be
terminated with one year’s notice. And winning a tender and taking over a nursing home with
a staff who may think completely differently than we do, well, it just takes a lot of time before
we have turned things around. We may be near the end of the timeframe for the tender by the
time we finally make it work as we want.” (Nonprofit CEO).
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It takes time to get through the transition phase and settle in at the nursing home. The transition
therefore limits the timeframe for achieving knowledge sharing. For that reason, the private provider
wishes for longer contract periods in the tenders. It is not surprising that the seller of a product wishes
to sell the product for as long as possible, but the municipal administrator also recognizes the value of
lasting delivery contracts and provider relationships.
“In some way, you are aware that when an independent facility opens, it is more or less for good.
So, it is easier to build a lasting relationship, if you can say it like that, a trustful relationship with
them, because by default, they will stay. It is also clear that when you make competitive tenders,
it’s for a certain period of time. Now we have six years, and then we don’t know what will
happen. That also implies, in one way or another, more control for us, that we must consider if
we want to repeat the tender or not”. (Municipal administrator, municipality FewPrivate)
On the other hand, it seems easier to convince the private suppliers to commit to participation in
innovation projects by using competitive tendering. Building on this, the tenders have changed
evaluation criteria over time, not focused on price exclusively.
“We typically go for tenders that are one third price, one third quality, and one third
development focus. In the early days of tendering, the focus on price was too high. Those
tenders weren’t for us.” (For-profit CEO)
The change in evaluation criteria allows the municipalities to require commitment for joint innovation
projects from the winning bidder, both in terms of time and money. Such projects are likely to facilitate
knowledge sharing (According to two for-profit CEOs). It seems to be easier to incorporate the
development dimension into tender contracts than delivery agreements with independent nursing
homes. At the same time, the limited timeframe can hinder knowledge sharing with nursing homes
outsourced through competitive tenders compared to independent nursing homes with delivery
agreements, which do not have a limited timeframe. Which one of these factors are most important in
successful knowledge sharing across sectors is not determined in this study, instead I emphasize that
both the timeframe for collaboration and how joint innovation activities are included in the delivery
contract are important for subsequent knowledge sharing.
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The municipalities’ coordination with nursing homes without a delivery contract underlines the
importance of contract design. To a large extent, the nursing homes without delivery contracts are left
out of the knowledge sharing activities described in the above. The reason for this seems to be that the
nursing homes have not been chosen by the municipality to provide nursing home care in the
municipality, in some cases a new nursing home without delivery contract can even collide with
attempts to adjust nursing home capacity made by the municipality. Furthermore, with the previous
regulations, the nursing care rates paid by the municipality for the citizens in the nursing homes without
delivery agreement were set nationally. This meant that some municipalities paid a higher rate for
nursing home care to these private nursing homes than the municipal rate paid to their own municipal
or private nursing homes with delivery contracts. These two factors have created tensions between
nursing homes without delivery contracts and their host municipalities in some cases, hindering
knowledge sharing (according to several CEOs, private facility managers, municipal administrators,
and industry representatives; Rambøll, 2012) . New regulations set rates paid to the nursing homes
without delivery contracts to a locally set rate, meaning that the rate is the same for all nursing homes
in a municipality. Maybe this change will create less tension and more collaboration in the future as all
nursing homes in a municipality will have the same economic foundation. The limited coordination
due to the absence of a contract is interesting, since these nursing homes make up for a large share of
the private nursing homes in Denmark. Furthermore, the type of nursing home are expanding, as four
out of five private provider CEOs express that nursing homes without contracts are attractive when
expanding in the future, more attractive than winning bids for nursing homes through competitive
tenders. The reasons that nursing homes without a delivery contract are an attractive opportunity for
the CEOs are enhanced opportunities for creating a stronger brand across all nursing homes in the
organizations and more room to maneuver.
However, the right contract design does not guarantee knowledge sharing. In municipality
FewPrivate, the tender contract put a lot of emphasis on mutual learning, but the outsourced nursing
home had problems with daily operations, and knowledge sharing did not happen. Instead, the focus in
coordination between the municipality and the private supplier was mainly to get the daily operations
up and running.
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Local adaptations versus overall provider strategy
Municipal administrators, private provider CEOs, and facility managers all articulate the dilemma of
private facility managers who serve two masters, their own organization and the municipality they
deliver to. For the private CEOs, the dilemma represents the challenge of balancing adaptation to local
requirements and having a distinct strategy and brand across all nursing homes in the organization.
Some facility managers argue that their own organizational requirements, more than municipal
requirements, limit the room for maneuver, whereas others describe a need for adaption to municipal
requirements, for example in deciding which educational level is required to perform certain health
care tasks. The municipal administrators in municipality FewPrivate and MostNonprofit are both aware
that the municipal administration cannot exercise the same amount of control over the private
providers.
“I don’t always know how interested the private facilities are in following our strategy. I mean,
they have their own key issues that they emphasize, right? So, they can have a parallel strategy
that also has to work, right? You can say, as long as there are no professional challenges, there
is a limit to how much we need to interfere.” (Municipal administrator, municipality FewPrivate)
This means that it is easier for the municipal administrators to include the municipal nursing homes in
new projects. At the same time, if the privately run nursing homes do not have a distinctive strategy,
there less reason to use them, especially in the municipalities that used private providers to be able to
offer distinct care products to their citizens. The different strategies represent different knowledge
pools, and in case of knowledge sharing, the municipal and private knowledge pool should differ in
order for the municipal and private parties to be able to learn from each other.

Discussion
As stated in the analysis, the contract design is extremely important for knowledge sharing to happen.
My findings suggest that knowledge sharing is eased if requirements and goals for innovation are
clearly stated in contracts. The contract is furthermore important as it is shown that the municipal
administration feels a larger responsibility for the nursing homes with a delivery contract than the
nursing homes without a delivery contract in terms of allocation of residents and involvement in
projects. In this section, I discuss the findings further in terms of their impact for the contract design.
However, I will first briefly reflect over limited knowledge sharing. The limited knowledge sharing in
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FewPrivate was due to problems with the daily operations. Instead of working towards knowledge
sharing, the top priority for both the municipal administrators and the facility staff was to secure smooth
operation. This is in line with previous findings that suggest that due to limited resources, an
organization focus on urgent issues within its own organization when the immediate benefits of sharing
information cannot be foreseen (Landsbergen and Wolken, 2001; Zhang and Dawes, 2006). The
finding also support existing research emphasizing that knowledge sharing is a demanding process that
requires substantial amounts of resources (Granovetter, 1973; Krzeminska et al., 2013; Rashman et al.,
2009).
The role of trust
Whereas much literature on knowledge sharing highlights the importance of trust (Janowicz-Panjaitan
and Noorderhaven, 2009; Rashman et al., 2009; Zaheer and Venkatraman, 1995), my results indicate
that trust itself is not enough; the contract is also important. My findings suggest that the ideal contract
serves several purposes. It commits the parties to collaborate by creating forums for knowledge sharing
and secures funds for testing and implementing new projects and technologies. In municipality
MostNonprofit, the strong identification within the group of municipal facility managers potentially
hinders knowledge sharing with the private facility managers. Socialization is critical as both an
influential factor and a process that facilitates knowledge sharing (Yang and Maxwell, 2011). Within
the group of municipal facility managers, there are perfect conditions for creating trustful ties, but not
between the municipal group and the private group. This finding is in line with existing research
suggesting that inter-organizational knowledge sharing is more complex than intra-organizational
knowledge sharing (Gil-Garcia, Schneider, Pardo, and Cresswell; 2005). Similarities can encourage
units to engage with each other more readily than very distinct organizations can unless a strong will
and intension to learn from the existing differences exists (Downe, Hartley, and Rashman, 2004). This
may be even harder in the cross-sectoral relationship where the public and private party deviate in
terms of drivers and goals (Rashman et al., 2009). As the analysis indicated, the strong will and
intention to learn can be required in the contract with the providers.
A key difference between the strategy applied by MostFor-profit and MostNonprofit is the
different use of the public provider. In MostNonprofit a sufficient amount of municipal facility
managers work to cover the needs for socialization and informal coordination and learning, whereas
the group of facility managers is smaller in MostFor-profit. The municipal administration in
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MostNonprofit emphasizes the need for the group of internal facility managers to have a certain size
to make internal knowledge creation and sharing possible. This is to maintain core capabilities and
competences on nursing home care and knowledge creation and adaptation within the municipality. On
the other hand MostFor-profit is more focused on facilitating possibilities for the different providers to
meet and share knowledge. The finding is in line with Poulsen and Hansen’s (2016) claim that the type
of knowledge sharing depends on the amount of internal service provision. The facilitation is done
through requirements in the contract, but the facility managers also describe much more informal
contact and subsequent learning in this scenario. In other words, it seems that the contractually-forced
and thereby formal collaboration has fostered informal collaboration and subsequently knowledge
sharing as well. As stated in the literature, informal knowledge sharing is based on personal ties
(Rashman et al., 2009). It may be the case that the informal collaboration is just due to personal factors,
simply a fortunate coincidence that some of the facility managers like each other (Rasman et al., 2009),
but based on my results it seems to be because of the contract design.
Length of contract
According to the existing literature on knowledge sharing, the length of contract is important for trust
and close collaboration to happen (Rashman et al., 2009). This is confirmed by informants in all four
groups (public and private, operational and strategic level). Knowledge sharing requires stability,
especially since there are reasons not to share knowledge (Nickerson and Zenger, 2004). As mentioned
in the introduction, mixed service delivery is a widespread phenomenon; Warner and Hefetz (2008)
find that mixed service delivery accounts for close to 20% of service delivery in U.S. local government.
However, compositions of internal and external service delivery can change for a municipality that
continues to use mixed service delivery (Hefetz and Warner, 2007). In my study, this means that some
contracts with private providers can be terminated, while others will increase outsourcing further
(which means implicit contracts with the municipal provider is terminated). The uncertainty in future
contracting decisions can potentially act as a barrier for knowledge sharing. If it is likely that
cooperation is terminated in the future, the participating parties have less incentive to share knowledge
for several reasons. First of all, it is resource-consuming to reach a point where knowledge is shared
efficiently (Rashman et al., 2009), secondly the parties may believe that they will keep their position
in the delivery system if they do not share knowledge (Nickerson and Zenger, 2004). As mentioned
previously, trust at the operational level is believed to be especially important for efficient knowledge
sharing (Janowicz-Panjaitan and Noorderhaven, 2009), but operational staff, i.e., the facility managers
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can consider sharing too much knowledge to be risky. Both private and public facility managers
emphasize the potential for knowledge sharing in mixed service delivery, but the facility managers
may not be motivated to share knowledge inter-organizationally because they fear they will become
redundant after having shared their knowledge. This is in line with Willem and Buelens’ (2007) claim
that individuals are only willing to share their knowledge when they feel that they are protected against
opportunism.
However, there can be some downsides to having long contracts with the private providers. As
mentioned earlier in the study, since part of the service delivery is kept in-house, it is easier to revoke
the contracting decision at a later point in time if service markets, citizens’ preferences, or service
demands change (Warner and Hefetz, 2012). Longer contracts decrease municipal flexibility, and some
argue that long contracts are less democratic because the contracting decision applies for a longer
period than short contracts do. Such factors need to be considered in designing contracts.
Knowledge sharing and provider type
Finally, I will comment on the knowledge sharing strategies in relation to provider type. Comparing
two cases with most use of private providers, municipality MostNonprofit and municipality MostForprofit, revealed two different approaches to knowledge sharing in innovation projects. MostNonprofits
relied on the municipal nursing home in the innovation projects, whereas innovation projects in
MostFor-profit were driven by the providers. Given the existing literature, it is puzzling that the
municipality with primarily for-profit providers include the providers more actively in the innovation
process than the municipality with primarily nonprofit providers. There exists a higher level of
expected trustworthiness and goal convergence between nonprofit organizations and public
organizations than between for-profit organizations and the public sectors (Amirkhanyan, 2010;
Lamothe and Lamothe, 2011). That governments trust nonprofits providers more than for-profit
providers means, for instance, a reduced need to write monitorable quality requirements in contracts
(Coleman et al., 2013; Isaksson et al., 2018; Witesman and Fernandez, 2013).
It is unclear why the case municipalities use the private providers contrary to what is expected
theoretically in terms of nonprofit vs. for-profit. It may be due to different motivations for using private
providers. MostNonprofit is eager to provide different offers to their citizens and thus strengthening
the citizens’ free choice, whereas MostFor-profit’s motivation is more related to the strong belief in
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the assumption that private actors are more innovative in developing new and qualitatively better ways
of providing services (Isaksson et al., 2018). Other possible explanations are 1) the public and nonprofit
knowledge pools are not sufficiently diverse to benefit from knowledge sharing to the same extent as
knowledge sharing between the public and for-profit sector; or 2) the contract design is more important
for achieving knowledge sharing than the type of provider. The latter is at least true for nursing homes
outsourced through tenders. Since the municipalities are obliged to choose the best bid according to
the evaluation criteria in competitive tenders, the municipalities cannot choose which type of provider
will win the bid. Overall, the type of provider seems to have lesser impact on knowledge sharing than
expected by previous research.

Limitations and further research
Before moving on to the concluding remarks, I will comment on some of the study’s limitations and
future research opportunities concerning the service context and generalizability, the impact of
provider characteristics, and missing knowledge on output in the municipalities. Nursing home care
was chosen as case setting for several reasons. Only few have examined mixed service delivery of a
social service (one exception is Destler and Page’s (2016) study of mixed service delivery of schools),
even though previous research emphasizes differences in contracting for social and technical services
(Petersen, Houlberg, and Christensen, 2015; Van Slyke, 2003). Furthermore, Danish municipalities
have chosen various delivery strategies for nursing home care, and different types of nursing homes
and types of contracts exist. Mixed service delivery is widespread within nursing home care, among
other things because it is relatively easy to outsource one unit, i.e., one nursing home, without any
direct implications for the other units. It would be interesting to examine whether the results presented
in this paper apply to settings where production or service provision units depend more heavily on each
other, or further processes (as the case of waste handling) are dependent on the production.
I expect that my findings are likely to apply to other services that possess the same characteristics
as nursing home care. Amirkhanyan et al. (2017) have previously described nursing home care as a
service market with dependent clientele and extensive government funding and regulation, high asset
specificity, and where it is relatively hard to measure service quality. The findings are therefore more
likely to be generalizable to similar services, such as daycare, than services that deviate significantly
from the characterization just given. Long-term care is also used more frequently in countries and
communities with high employment rates and better retirement benefits (Amirkhanyan et al., 2017).
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My results may not apply to countries and communities with different traditions and reasons for using
long-term care.
Provision of nursing home care in Denmark can take place through a municipal provider or a
private provider, being either for-profit or non-profit. In other studies of mixed service delivery, a third
option, using another public organization as provider, is also examined (Hefetz et al., 2014). Intermunicipal provision of nursing home care does not exist in Denmark, but does for services such as
waste handling. However, it would be interesting to investigate knowledge sharing dynamics in a
mixed service delivery setting that entailed inter-governmental service provision. Due to a higher
degree of goal alignment within the public sector than across sectors (Brown et al., 2006; Hefetz et al.,
2014; Rashman et a., 2009), I expect that knowledge sharing is easier in a within-sector context than
in an across-sector context.
I believe I have contributed to the research with new insights concerning how knowledge sharing
takes place, some of the requirements for successful knowledge sharing, and why knowledge sharing
in some cases does not happen. However, research on mixed service delivery would progress further
if future studies examine effects in outcome and performance from cross-sectoral knowledge sharing.
It would be interesting to investigate whether organizations with a large degree of cross-sectoral
knowledge implement other, superior technologies and solutions than organizations without mixed
service delivery or cross-sectoral knowledge sharing.

Conclusions
I have used a multiple case study of four municipalities to investigate if and how knowledge sharing
happens in a mixed service delivery system. Both sides of the supplier relationship and representatives
from the operational and strategic level were included. Drawing on resource-based theory and
knowledge-based theory, I identify two strategies for achieving knowledge sharing between public and
private providers of nursing homes. One strategy is based on public and private providers creating new
knowledge together. The other strategy is based on internal knowledge creation that is transferred to
the private providers at a later stage. The two strategies indicate a difference in the direction of
knowledge sharing. The direction of knowledge sharing is mainly from the public sector to the private
sector in the second strategy, whereas knowledge is shared both ways in the first strategy.
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The results suggest that the contract design is crucial for knowledge sharing to happen. If
knowledge sharing between the public and private providers is to happen, requirements and goals for
innovation have to be clearly stated in contracts. Contrary to existing research, the results indicate that
trust alone is not sufficient for knowledge sharing to happen, but contracts can both secure
collaboration and increase trust between the parties. Further, it requires a substantial amount of
resources to obtain knowledge sharing between the parties. The results from one of the case
municipalities suggest that even though a key reason for using mixed service delivery is knowledge
sharing, it is extremely difficult to obtain successful sharing of knowledge if daily operations are not
running smoothly. Furthermore, if knowledge sharing is a priority in having mixed service delivery,
the dilemma between local adaptation versus overall provider strategy has to be considered as well. If
the requirements from the contracting organizations are too many and too elaborate, it can be difficult
to incorporate the external providers’ knowledge and capabilities and subsequently benefit from them.
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