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Abstract
Purpose – Balancing economic efficiency and public governance is a challenge in the provision of local 
environmental services. This study aims to examine how alternative organisational arrangements may reconcile 
efficiency requirements with public control in light of circular economy objectives and incentive regulations. 
Design/methodology/approach – Focusing on municipal solid waste and integrated water service 
management, this paper develops an analytical framework to examine potential welfare gains from integration. 
The study discusses an inter-municipal cooperation model centred on a utility, analysing how coordination, 
scale and governance interact. 
Findings – The framework clarifies the relationships between service scale, governance capacity and social 
welfare. The analysis highlights potential economies of scale and scope while also identifying governance 
trade-offs associated with organisational expansion. Institutional arrangements based on coordinated public 
ownership can partially mitigate these trade-offs by supporting collective oversight and strategic alignment 
with circular economy objectives. 
Practical implications – The framework clarifies the relationships between service scale, governance 
capacity and social welfare. The analysis highlights potential economies of scale and scope while also 
identifying governance trade-offs associated with organisational expansion. Institutional arrangements based 
on coordinated public ownership can partially mitigate these trade-offs by supporting collective oversight and 
strategic alignment with circular economy objectives. 
Originality/value – This study offers an integrated analytical framework that links industrial organisation, 
public governance and sustainability, providing interpretative insights into emerging coordination models for 
environmental services. 

Keywords Governance, Water management, Public services, In-house providing, Public economics, 
Waste management

Paper type Research paper

1. Introduction
As the economic debate has highlighted the shift from the traditional paradigm of public 
management to the new public governance perspective (Osborne, 2006), which focuses on 
producing services through collaboration between public, private and civil society actors 
(Krogh and Triantafillou, 2024), efficient provision of public services has regained momentum 
(Clifton et al., 2019; Lorenz et al., 2024).

Given that economic theory has traditionally assigned public intervention a role in correcting 
market failures, interventions in the economy through public enterprises (PEs) have been 
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renewed by ideas that attribute to them the functions of guiding and promoting innovation 
(Patanakul and Pinto, 2014) and development (Adanma and Ogunbiyi, 2024). There has also 
been a growing interest in co-governance approaches that integrate public and private resources 
in innovative organisational configurations (Wang et al., 2017).

A renewed vision is becoming increasingly prominent in today’s context, which, along with 
circular economy (CE) goals, is characterised by recurring crises, geopolitical tensions and 
technological advancements. While PEs face challenges in ensuring adaptability and 
performance, markets struggle to achieve objectives that increasingly display the characteristics 
of public goods, thus calling for modern governance (Mazzucato, 2023).

In this context, local environmental services are increasingly assuming common goods 
characteristics. This applies to municipal solid waste (MSW) and integrated water service 
(IWS) management, whose performance and governance have system-wide externalities. 
MSW and IWS management are essential for social welfare and sustainability goals (Fiorillo 
and Merkaj, 2024; Kourtis et al., 2019). From a CE perspective, the operational and 
technological synergies between the two sectors are significant. Therefore, analysing the two 
services jointly in terms of industrial efficiency, planning and governance is helpful.

Current regulatory requirements entail increasing demands in terms of organisational 
capacity, regulatory compliance and investment and performance objectives coordination.

Building on typical service delivery modes, i.e. in-house, inter-municipal cooperation, 
municipality-owned firm and private firm (Schoute et al., 2018), this paper combines 
characteristics of in-house and inter-municipal cooperation. We developed our ideas by 
designing a three-player framework representing service providers, municipalities and 
society. The framework is operationalised through a business case, i.e. an inter-municipal 
aggregation for service provision, through which municipalities jointly organise public 
service provision. The model embeds a public utility that is assigned governance and 
operating roles to improve efficiency and integrate CE strategy. We discuss whether the 
proposed model can reconcile the efficiency of industrial operators with the need for effective 
public governance, thereby avoiding government failure, such as failing to resolve a market 
failure (Keech and Munger, 2015). The case proposed in this study addresses regulatory 
complexity, investment commitments and service performance management. The synergies 
discussed reflect the growing regulatory emphasis on technical and quality criteria.

The proposed configuration may be associated with a partial mitigation of outsourcing- 
related trade-offs, the emergence of technical and operational synergies and preservation of 
public governance. Indeed, the role assigned to territorially competent authorities in defining 
coherent territorial strategies underscores the importance of scale and coordination in 
organising MSW services. These insights inform reflections on institutional in local public 
services, particularly in contexts with similar structural characteristics. In this respect, 
integrating MSW and IWS management services appears to enhance policy coherence in 
environmental domains, with potential contributions to achieving CE goals.

However, the results of this article should be interpreted as an exploratory contribution 
within a broader field of research on the governance architectures of local environmental 
services in the transition to a CE due to the limited availability of historical data, given that 
objectives in the waste management sector are particularly ambitious and cannot be achieved 
without significant evolution of the supply chain.

The remainder of this article is organised as follows: Section 2 outlines the study’s 
theoretical background, Section 3 presents the methodology and research questions, Section 4 
contains the framework, Section 5 includes the business case and Section 6 develops the 
discussion and policy implications.
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2. Background
Besides ownership, prominent levers for the public sector to stimulate the economy are industrial 
policy, which involves providing selective support for strategic sectors; antitrust, which protects 
against market power and excessive prices; environmental, social and governance regulation; 
and fiscal leverage. Although these forms of intervention do not replace public ownership, they 
replicate some of its effects and create new models of the public economy.

Public intervention traditionally encompasses correcting market failures, redistributing 
resources and providing public services. In today’s economies, governments are evolving 
and acquiring new roles that contribute to economic sector governance (Kourula et al., 
2019). Governments have taken a proactive role in designing policies to address challenges 
posed by globalisation and digitalisation, and in supporting transitions to greener economies 
(Medaglia et al., 2024). The purposes can be traced back to two guiding principles: equity 
and efficiency, which often involve trade-offs (Cepiku and Mastrodascio, 2021; Fernández- 
Gutiérrez and Van de Walle, 2018) and require careful policy design.

These objectives presuppose the existence of a legal system capable of ensuring compliance 
with the rules. The corrective function of market failures and service provision primarily 
respond to allocative efficiency criteria. However, equity is based on legal instruments, and the 
market typically achieves allocative efficiency. Justice and efficiency represent the guiding 
values of the state and the market, which shape one another in an evolving relationship 
(Hickerson, 1985; Riain, 2000). This raises the issue of compatibility between the state’s 
original, justice-oriented role and its more recent, efficiency-oriented tasks.

The literature on the efficiency of public service provision presents diverse findings 
regarding the public vs private setting, due in part to the influence of many factors, such as 
context or sector (Liu, 2024; Lo Storto, 2016; Warner and Hefetz, 2002), as well as the interplay 
between government and market mechanisms. During the 20th century, public intervention 
increased until the 1980s, when a rethinking of government effectiveness emerged. To this end, 
arguments about the rise and decline of PEs can frame the trajectory of public ownership and its 
performance limits (Amatori et al., 2013).

2.1 Rationality principles
State and market activities are based on different rationality principles. In the private sphere, 
the rationality principle is consistent with the principle of efficiency (Davies, 1971), and the 
voluntary dimension of exchange is essential because actors participate when they derive a 
benefit (Hammond, 2015). In the public sector, rational choices inherently involve social 
impact, and the means are laws that operate through mandatory provisions, ensuring the 
stability and universality of rights (Abdel-Nour, 1999; Halliday and Osinsky, 2006). This 
distinction generates a structural difference between the two spheres: market flexibility 
and rigidity of public action. Trade-off issues arise when the public seeks efficiency-oriented 
objectives, because a substantial difference exists between administrative issues and 
market dynamics (Bryson et al., 2014; Eckerd and Heidelberg, 2019), given that PEs tend to 
balance social welfare, economic development and public interests (Bruton et al., 2015; 
Merebashvili, 2024). The role of citizens in shaping service quality is also worth mentioning. 
In his seminal work, Hirschman (1978) analysed the well-known exit or voice game, which 
still plays a significant role in public service studies; the exit mechanism is typical of markets 
but becomes less relevant in public services, where the voice mechanism prevails (John, 
2016). Although market-based public management reform has introduced customer choice 
among competing providers of public services, and voice can lead to quality improvements 
(Pierre and Røiseland, 2016; Simmons and Brennan, 2016), inelastic demand is the norm, 
and citizens cannot easily give up consumption or replace it with equivalent alternatives, due 
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to the monopolistic nature of public services. So, the voice, which could play a corrective 
role if well-organised (Akinboade et al., 2014), is challenged by the convergence of 
widespread collective interests, which is due to the free rider trap (Olson, 1965). In this 
context, rationality remains central, as the growing configuration of public environmental 
services as common goods necessitates governance models that can balance economic 
efficiency with collective goals.

2.2 Organisation and uncertainty
Analysing similarities and differences between public and private enterprises is relevant both 
in terms of the rationale for their existence and their economic justification (Boye et al., 
2022; Kearney et al., 2009). These elements are central to understanding the conditions of 
coexistence, particularly in light of transaction costs (Rokkan and Haugland, 2021; 
Williamson, 2010). Market failure is associated with elevated transaction costs, information 
asymmetries and opportunistic behaviour. Boosted by Coase’s 1937 seminal paper, scholars 
have discussed the conditions and circumstances under which firms emerge when 
coordination through the market becomes too costly due to the complexity of production, the 
numerous transactions required and the uncertainties associated with information and 
opportunistic behaviour. In this respect, an interesting perspective was the treatment of social 
cost as market failure (Jacobsen, 2014; Loasby, 2014). In such circumstances, firms facilitate 
the reduction of transactions and, to a certain extent, information and opportunistic 
problems; indeed, information is a scarce resource not easily available to enterprises 
and decision-makers (Chakravarti, 2017). In recent years, the debate on organisational 
theories has evolved to analyse contemporary challenges, such as governance, knowledge 
management, environmental issues and the impact of new technologies (Lember et al., 
2018), highlighting the need for companies’ structures to adapt to constantly changing 
contexts (Lylova, 2018). Parametric uncertainty refers to scenarios in which all potential 
alternatives are known, whereas structural uncertainty refers to a lack of knowledge 
regarding the problem’s configuration (Langlois, 2007; Rotmans et al., 2001). Contractual 
instruments struggle to address structural uncertainty because they rest on a forward-looking 
delineation of future circumstances. Thus, integrating the uncertainty management 
framework to support public service contracting is important (Ahmet Erkoyuncu et al., 2014; 
Love et al., 2008). Structural uncertainty or non-standard events cannot be managed 
through contractual agreements and require a dynamic organisational structure. Structural 
uncertainty is directly associated with transaction costs, such as information and search 
costs, negotiation and decision costs and contract control and sanction costs (Dahlman, 
1979). The author suggests that a lack of information leads to these costs.

2.3 Motivation and legitimisation
Firms are driven to perform in ways conducive to rational behaviour in a competitive 
environment, and this process penalises enterprises that engage in irrational behaviour. The 
concept can also be rooted in Habermas’ forms of crisis in a capitalist system: economic, 
rational, legitimacy and motivation crises (Cordero, 2014; Plant, 1982). A private-sector 
crisis is typically economic, whereas the prevailing public-sector crisis concerns rationality. 
When individual motivations prevail over institutional ones, a motivational crisis arises that 
does not automatically lead to de-legitimisation, because the demand for public services is 
inelastic. Since the late 20th century, many countries have undergone liberalisation and 
privatisation processes driven by the common idea that markets can deliver services more 
efficiently. The guiding paradigm has inspired reforms in the energy, transportation, 
and telecommunications sectors, with the expectation that competition will replace public 

TG       

Downloaded from http://www.emerald.com/tg/article-pdf/doi/10.1108/TG-10-2025-0346/11250063/tg-10-2025-0346en.pdf by guest on 12 June 2026



coordination as the primary driver of efficiency and innovation. However, empirical results 
in subsequent years demonstrated mixed outcomes (Dan and Andrews, 2015; Sachdev, 2002; 
Van de Walle, 2016). Contemporary economic conditions, geopolitical challenges and the 
pressing need to address environmental objectives have highlighted the limitations of certain 
market mechanisms that hinder the achievement of sustainability goals. The hypothesis 
that the liberalisation of public service sectors would engender superior benefits compared 
to those achievable through public management has proven weak when common goods 
are involved. Consequently, the division of roles between policy-making, regulation and 
management must be re-evaluated, which calls for exploring modern forms of ownership, 
governance and influence. There is a need to separate two levels of judgement: ex ante 
and long-term, determining whether the public sector should conduct a specific activity, 
and ex post and short-term, assessing whether the activity is performed efficiently, since 
public–private management is a valid approach for delivering certain public services 
(Warner and Hefetz, 2008). Environmental sustainability plays a central role, requiring efficient 
resource allocation, investment capacity and institutional flexibility. From this perspective, 
overly rigid administrative structures can hinder innovation and slow environmental transitions, 
while overly market-oriented models risk underinvesting. MSW and IWS management are 
relevant case studies for observing how inter-municipal aggregations can reconcile efficiency, 
public control and sustainability.

3. Methods
This study focuses on the synergies between MSW management and IWS management in 
market settings where industrial organisation is largely left to market forces and where 
spatially contiguous or adjacent municipalities forming a local cluster define the geographic 
scope. Three research questions were identified. RQ1 investigates whether technical and 
operational synergies can support further progress towards CE goals in the analysed 
regulatory model. In the absence of supra-municipal governance structures, RQ2 examines 
how efficiency-oriented industrial dynamics can coexist with public rationality principles. 
Lastly, with reference to similar regulatory settings, RQ3 examines whether inter-municipal 
aggregation models can offer an effective organisational solution for combining industrial 
efficiency and public governance. The renewed interest in public intervention through 
enterprises as instruments for coordination, innovation and development (Patanakul and 
Pinto, 2014; Adanma and Ogunbiyi, 2024), together with the growing literature on hybrid 
governance arrangements (Wang et al., 2017), provides the conceptual background for 
addressing these questions (Wang et al., 2017).

3.1 Research design
The research design is shown in Figure 1. We developed our ideas by adopting both 
a theoretical approach based on literature analysis and an analytical formalisation of a 
three-actor framework: service provider, municipality and society. In it, rationality is linked to 
production efficiency, governance and social welfare. The provider chooses the adequate 
quality level to maximise profits; the municipality sets the tariff limit and the contractual 
quality while facing monitoring frictions that worsen with the provider’s size; and society 
minimises total disutility from tariffs and quality shortfalls. Indeed, as Alremeithi et al. (2025)
report, perceptions of laws and regulations are an important driver of sustainable behaviour. In 
this paper, it is assumed that citizens maximise their utility by facing tariffs and service quality 
levels that are consistent with regulatory standards so that deviations, e.g. excessive tariffs or 
quality shortfalls, translate into higher perceived disutility. The discussion clarifies when this 
configuration is desirable. This approach allows us to integrate economic considerations with 
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an institutional perspective, providing an interpretative framework for discussing implications 
and conditions under which similar models may be desirable for maximising social welfare.

Figure 1. Research design 
Note(s): Figure 1 illustrates the research questions that inform the design of the research, enabling us to 

analyse governance frameworks and gain insights 
Source: Authors’ own elaboration 

The model represents a form of inter-municipal collaboration, driven by CE and aimed at 
safeguarding public governance in contexts where the organisation of local public services 
is largely delegated to the market. Since municipalities jointly own the utility, its innovative 
character lies in its ability to address municipal structural coordination failures that stem from 
informational and contractual asymmetries. The multi-utility assumes a coordinating role within 
this framework. This governance arrangement is consistent with the Italian regulatory framework, 
which encourages aggregation and integrated management processes to enhance efficiency.

3.2 Context and case selection criteria
In Italy, MSW governance is assigned to the regional level; however, institutional arrangements 
differ substantially across regions. Advanced levels of performance characterise the Lombardy 
context in achieving CE goals, which makes it increasingly difficult to make further improvements 
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through traditional operational levers. The latest data, as of 2024 (ISPRA – Istituto Superiore per la 
Protezione e la Ricerca Ambientale, 2025), show that in Lombardy, MSW disposed of in landfills 
accounted for approximately 1.87%, already outperforming the European target of 10% set by the 
CE Package. Similarly, the separate collection reached 74.32%, placing the region at high 
performance levels in national and European comparisons. Moreover, MSW management is 
characterised by the absence of supra-municipal governance structures, such as the so-called 
territorial optimal areas (ATOs), which are instead present in many other Italian regions. 
Consequently, municipalities remain the territorially competent authorities responsible for 
organising and regulating waste management services. This institutional configuration makes 
Lombardy a particularly relevant context for analysing governance and integration strategies 
driven at the municipal level, especially in a setting where CE goals have already been largely 
achieved and further improvements depend on advanced technological solutions, industrial 
synergies and organisational integration along the value chain. In such contexts, the selection of 
waste disposal facilities and the economic conditions of the service are determined through 
negotiation processes between municipalities and market operators, or through tenders, depending 
on the ownership and business model. Additionally, sectoral regulation encourages aggregation 
processes as a response to organisational fragmentation. The case study focuses on municipalities 
in the Lombardy region and serves as a framework for understanding governance dynamics that 
can also be observed in similar institutional contexts.

4. Framework
Environmental services are increasingly recognised as public goods and of strategic interest. 
Thus, PEs are essential for guiding and supporting transformations. In this section, we revisit 
a typical case of public service provision and argue that, given the underlying tension, the 
equilibrium among competing interests is rarely sustained, a phenomenon we refer to as the 
public control paradox. Although a contract binds a service provider, the public sector often 
lacks the information or resources to exercise effective control. Consequently, regulatory 
power is likely to be weak, whereas a company that knows its costs and operating structure 
can obtain extra rents, even at the expense of service quality. In this study, we acknowledge 
that monitoring difficulty is correlated with provider size (including providers in which 
the municipality holds an equity stake). However, the evidence is mixed, and some studies 
report that monitoring capacity is determined more by service type and governance distance 
than by provider scale (Blom-Hansen et al., 2020; D’Inverno et al., 2022). Scholars point to 
several key factors. For example, service characteristics, which are often difficult to observe, 
pose challenges to monitoring regardless of provider size (Blomqvist and Winblad, 2020; 
Reymond et al., 2020; Voorn et al., 2017). Furthermore, technically or infrastructure- 
intensive services raise information asymmetries and require more specialised oversight 
capacity. Governance distance and legal form play an equally important role. As the distance 
between the municipality (principal) and the operator (agent) increases, transaction and 
monitoring costs increase due to information asymmetries and divergent objectives. This 
effect is particularly pronounced in smaller municipalities that lack contractual management 
capacity (Bel and Sebő, 2019; Voorn et al., 2017). In contexts like the one examined in this 
paper, i.e. intermunicipal cooperation, dispersed ownership and multiple principals 
complicate coordination and supervision, increasing monitoring and governance costs even 
when scale brings some cost efficiencies. Thus, municipalities’ difficulty in monitoring 
services does not systematically increase simply because providers are larger (Arntsen et al., 
2021). Challenges arise, especially when services are complex or difficult to measure and 
when governance arrangements are complex. Similarly, we refer to service quality as 
the set of minimum and improvement standards relating to collection, sweeping, customer 

Transforming 
Government: 

People, Process 
and Policy    

Downloaded from http://www.emerald.com/tg/article-pdf/doi/10.1108/TG-10-2025-0346/11250063/tg-10-2025-0346en.pdf by guest on 12 June 2026



relations and service continuity, as formalised in the service contract. Therefore, it represents 
a regulated, measurable and programmable dimension of service performance, consistent 
with the ongoing regulation (ARERA, 2022).

4.1 Motivation
It is worth introducing how sectoral regulation promotes a shift towards an industrial model 
for managing MSW. The introduction of the economic and financial plan for the entire 
duration of the concession requires medium- to long-term planning. Tight integration of tariff 
regulation, service quality and tender design aligns revenues, investment commitments and 
performance targets. Additionally, standardisation introduced by the service contract and 
tender documents reduces contractual heterogeneity. The regulation also aims to emphasise 
technical and quality criteria signals rather than price competition, as in the past. Above 
all, territorially competent authorities are responsible for developing and implementing 
territorial strategies. Exploiting synergies with complementary services, such as IWS 
management, can generate positive externalities.

4.2 Rationality choices
We consider the following three actors:

(1) a service provider that aims to maximise profit;
(2) a municipality whose objective is to maximise compliance with the contractual 

quality; and
(3) citizens whose aim is to minimise costs, given that they cannot choose the service 

provider.

Thus, the voice and exit mechanisms are limited. The situation described above presents 
several problems, including information asymmetry, as the company is more familiar with its 
cost structure than its counterparts. A service provider’s strategy is to choose the quality level 
Q, given the regulated tariff T. Equation (1) formalises profit Π maximisation with c(Q)being 
the service’s cost as a function of effective quality Q:

max
Q

Π = T − c Qð Þ (1) 

A municipality sets a tariff T and specifies a minimum contractual quality level Q*, so the 
quality level chosen by the service provider should be as close as possible to the contractual 
quality level, as indicated in equation (2), given its governance capacity, where Πmin 
represents the minimum profit that ensures the contract remains sustainable, and ϕ(S) is the 
municipal governance:

min
T;Q∗

jQ − Q∗j

ϕ Sð Þ
�s:t�Π ≥ Πmin (2) 

Society (users) cannot choose T or Q and wish to minimise the total perceived cost and 
disutility from insufficient quality as in equation (3) where UC is the total perceived cost, and 
D(Q) is the disutility arising from a quality level Q below expectations:

min�Uc = T + D Qð Þ (3) 
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An equilibrium is acceptable if it satisfies the following conditions simultaneously: economic 
sustainability, minimum quality standards and an acceptable cost to citizens. In the current 
model, the company’s tariff T covers operating and investment costs. Achieving CE 
objectives requires substantial investment in treatment plants and new technologies, which 
can only be afforded by medium-sized and large companies. Larger companies can achieve 
economies of scale and usually oversee contracts across multiple municipalities, which often 
struggle to effectively monitor service standards. The cost function incorporates economies of 
scale as in equation (4) where f ′(S) < 0 and f ″(S) > 0:

CðQ; SÞ= cðQÞ � f ðSÞ (4) 

The service provider maximises profit as formalised in equation (5), f (S) is a decreasing 
function for economies of scale, but may increase beyond a threshold (organisational 
complexity). By contrast, economies of scope are embedded in the structure of c(Q), which 
may decrease with operational synergies:

max
Q;S

Π = T − c Qð Þ � f Sð Þ (5) 

The municipality seeks to minimise the deviation from the contractual quality level, and its 
governance capacity decreases as service provider size increases, making deviations from 
the contractual quality level more likely as in equation (6):

max
T;Q∗

jQ − Q∗j

g Sð Þ
�subjet to�Π ≥ Πmin (6) 

Citizens cannot directly influence the outcome, but they are indirectly affected by the scale of 
the service provider. In this case, the tariff may decrease due to greater efficiency, while 
service quality may worsen due to weaker control mechanisms. Thus, the total perceived cost 
can be formalised in equation (7), where: D(Q, S) = d(Q) + δ(S):

min UC = T + DðQ; SÞ (7) 

Provided the benefits of scale in terms of cost efficiency, in that setting, social welfare 
may also contrast with scale due to a loss of local governance. Table 1 resumes the 
situation.

Table 1. Public service stakeholders and roles

Actor Controlled variables Objective Effect of scale Effect of aggregation

Service provider Effective quality Maximise profit Efficiency gains Wider scope, unified 
investment potential

Municipality Tariff and 
contractual quality

Effective 
governance

Potential weaker 
governance

Common strategy and 
stronger governance

Society – Fair cost and 
quality

Mixed Mixed

Note(s): The table summarises the actual and potential implications of the model implementation of key 
actors
Source(s): Authors’ elaboration
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4.3 Limitations
This framework has several limitations. The purpose of the equations is to provide a 
conceptual representation of the interests and constraints embedded in SPCs. Their formulation 
is directly traceable to standard contractual arrangements and, in this paper, to the financial and 
economic structure of MSW management as typically reflected in the financial plans. 
Therefore, the main limitation of the study is that the parameters are used for interpretative 
purposes, and the application is limited to a set of services, namely, MSW and IWS. Further 
validation would be required to assess the framework’s applicability to other areas of local 
public services. The model is also static and does not account for dynamic effects related to 
investment, learning or organisational adaptation over time. Simultaneously, the framework is 
designed to be transferable to institutional settings characterised by similar structures, 
regulatory arrangements and patterns of inter-municipal coordination, suggesting its potential 
relevance beyond the specific case examined, while acknowledging that context-specific 
features remain prominent. Indeed, while the proposed framework highlights the potential role 
of coordinated public intervention, it also entails trade-offs and failure conditions, including 
risks of institutional capture, coordination failures, unintended distributive effects and 
challenges related to accountability and governance, which may limit its effectiveness if not 
adequately addressed.

5. Business case
The MSW management sector is marked by fragmentation and substantial opportunities for 
integration with other environmental services. This study examines a scenario in which 
municipalities start a process to enhance overall efficiency and control capabilities. A utility 
that is already responsible for the in-house management of the IWS management is at the 
centre of this aggregation. It acts as a system operator that facilitates common functions, 
fosters synergies between supply chains and adopts an industrial approach to managing local 
public services. This setup illustrates the organisational and governance implications of the 
proposed framework in practical detail: on the one hand, the pursuit of economies of 
scale and scope; on the other hand, the need to maintain municipalities’ governance. The 
following analysis explores these dynamics, highlighting synergies, expected benefits and 
the conditions for the service provision approach’s effectiveness. The reference market has 
the typical structure of the waste sector, which is divided into two levels: upstream treatment 
plants and downstream collection and transport activities. Sector governance develops in a 
market without supramunicipal regulation that defines flows, tariffs and business models. In 
this scenario, municipalities face the dilemma of achieving a minimum efficient scale. 
The benefits include improved production efficiency, enhanced operational synergies and 
improved resource optimisation. However, it also poses significant risks, including the loss 
of control by smaller municipalities and reduced local bargaining power. Ultimately, 
society’s interests remain the central issue. The implications for efficiency and effectiveness 
are twofold. Regarding efficiency, we refer to the synergies that may emerge if the utility 
adopts a multi-utility configuration with specific coordination functions (Di Foggia and 
Beccarello, 2022). In this setup, governance capacity is strengthened by integrating 
complementary services, with potential benefits derived from synergies. The regulatory 
capacity function shows how an increase in the size reduces the monitoring capacity, making 
deviations from the contractual quality standard more likely. The utility can compensate for 
this deficit by operating on behalf of municipalities. Optimising equation (7) reduces the total 
cost of the service, including the tariff and the disutility associated with quality and 
management scale. Figure 2 resumes the synergies.
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Figure 2. Expected optimisation 
Source: Authors’ own elaboration 

Table 2 compares the key dimensions of organisation, governance and management of 
local public services. The table presents the study’s theoretical hypotheses and empirical 
insights in a comparative form, illustrating how the governance models may be associated 
with different patterns of efficiency, coordination and alignment with collective interests.

MSW and IWS management face prominent governance challenges (Aguilar et al., 2022; 
Thomashausen et al., 2018), and a convergence towards industrial models based on efficiency 
and economic sustainability is expected to encourage the overcoming of local fragmentation. 
The synergies between IWS and MSW infrastructure and processes are significant, as shown in 
Figure 3. The model is designed as a conceptual framework consistent with the analysis’s case 
study nature. The underlying economic logic is implicitly illustrated through the graphical 
representation of synergies between IWS and waste management, which can be interpreted in 
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Table 2. Fragmented and integrated service organisation

Area Municipal level Inter-municipal area

Industrial plan Planning was developed at the 
municipal level

Planning organised at a multi-service level

Efficiency and associated 
costs

The administrative and operational 
functions are managed separately 
across entities

The administrative and operational 
functions are managed in an integrated 
manner

Investment capacity Local-based investments Decisions refer to a larger scale
Monitoring the service 
quality

Set at the municipal level Defined within a common governance 
framework

Governance and control Direct municipal control Control through shared governance 
mechanisms

Public subsidiaries The presence of multiple local 
subsidiaries

Reduce the number of subsidiaries

Infrastructure and  
facilities

Infrastructure managed on a 
single-service basis

Managed infrastructure with coordination 
across services

Source(s): Authors’ own elaboration

Figure 3. Technical synergies from the integration of waste and water chains 
Source: Authors’ own elaboration 

TG       

Downloaded from http://www.emerald.com/tg/article-pdf/doi/10.1108/TG-10-2025-0346/11250063/tg-10-2025-0346en.pdf by guest on 12 June 2026



light of the double marginalisation theory. Integration mitigates sequential markups associated 
with vertically or institutionally separate services. In this sense, the model serves an analytical 
function in interpreting the observed coordination gains. Integration, also referred to as synergy 
in our case, leads to a single markup at lower final prices than two independent monopolists 
(Bajo-Buenestado and Borrella-Mas, 2022; Kwoka and Slade, 2019). Indeed, in the municipal 
waste sector, characterised by information asymmetries in procurement, double marginalisation 
is common, and vertical integration can help align costs and quantities within the integrated firm 
(Choné et al., 2023; Loertscher and Marx, 2022).

Plants that treat MSW, sludge and organic waste can be coordinated to promote industrial 
planning for the water-waste cycle. These synergies help to optimise the use of treatment 
plants in line with sustainable development objectives.

6. Discussion and implications
This study contributes to the literature on local public service governance, specifically on 
the trade-off between operational efficiency and public control, by integrating efficiency 
dynamics, governance structures and service complementarities. Our assumptions are 
consistent with the literature, as the operational and technological synergies associated with 
integration allow economies of scale and scope to be exploited. Conversely, the assumption 
of public control can be maintained through coordinated governance structures, such as 
territorial control committees and shareholders’ agreements, which help reduce information 
asymmetries. Inter-municipal cooperation has significant potential as a countervailing force 
against dominant suppliers and as a lever for broader policy objectives and community 
benefits (Wontner et al., 2020), provided there is a common strategic rationale (Lerusse and 
Van de Walle, 2021). However, fragmentation, political capture or information asymmetry, 
among other factors, often mitigate its effectiveness (Mussari et al., 2025; Walker et al., 
2013). Therefore, well-defined shareholder agreements are essential to preserve municipalities’ 
power as a real countervailing force in practice.

The results share some similarities with previous studies. Some studies indicate that many 
municipalities operate at suboptimal scales, suggesting that inter-municipal cooperation or joint 
organisation is particularly relevant for small municipalities (Caldas et al., 2019; Llanquileo- 
Melgarejo and Molinos-Senante, 2021). However, the optimal size of the service is not unlimited: 
more recent evidence indicates decreasing or U-shaped economies of scale, with cost increases 
beyond certain population or service size thresholds (Söderberg et al., 2025). Cooperation also 
tends to generate cost reductions, suggesting economies of scope (Sarra et al., 2017), consistent 
with evidence of cost complementarity between disposal and recycling in multi-output studies 
(Callan and Thomas, 2001). Overall, the results indicate that economies of scale and scope are 
real but context-dependent (Bartolacci et al., 2019; Beccarello and Di Foggia, 2023).

Although the interpretation of our results should be limited to expected efficiency rather 
than observed performance, we argue that an increase in firm size is associated with economies 
of scale and scope, with a governance trade-off that does not imply a loss of public control per 
se, as shared governance arrangements can partially reconstitute control through coordinated 
oversight mechanisms. Thus, the analysed model can simultaneously support operational and 
technological synergies, providing a context in which shared governance mechanisms can be 
implemented when focusing on a utility with system operator functions. The case study’s main 
innovation is to show how industrial synergies between MSW and IWS can support CE goals. 
This approach is relevant in contexts where environmental performance is already in line with 
European objectives, as further progress towards the CE requires industrial advances capable 
of generating substantial improvements without increasing the overall costs of the service, as in 
the case of VI and plant synergies analysed.
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With respect to regulatory compliance, the proposed model may offer an advantage by 
facilitating the management of regulatory complexity and compliance, as well as investment 
commitments and performance targets, which incentivise economies of scale and scope. The 
synergies described in this article align with the emphasis on technical and quality criteria that 
modern regulatory preferences place on service performance. Lastly, the role assigned to 
territorially competent authorities (municipalities in our case) in defining coherent territorial 
strategies implicitly favours supra-municipal scale arrangements and consolidated governance 
structures.

We acknowledge that this approach is not a universal solution but rather a viable one in cases 
where it is consistent with the objectives of coordination and managerial rationalisation, and in 
light of an industry in which settings other than competitive tendering are options for increasing 
market potential (Massarutto, 2007). The sequential application of markups along the value 
chain may generate allocative inefficiencies when a supply chain is divided into multiple stages. 
Vertical integration can mitigate these effects by coordinating decisions across the different 
stages of service provision, whereas horizontal integration among municipalities can reduce 
organisational duplication and transaction costs.

Implications for municipal policy and planning also emerge. The analysed configuration 
enables rationalising subsidiaries. This configuration can effectively link industrial efficiency 
and public governance when properly implemented, thereby contributing to achieving CE 
goals. This work aims to explore the institutional and organisational conditions under which 
inter-municipal coordination models may be relevant. The justification lies in the fact that the 
CE goals in the waste management sector are particularly ambitious and cannot be achieved 
without significant evolution of the supply chain. Exceeding current performance requires 
further efficiency gains that exceed the direct capacity of traditional policy instruments. We 
argue that the integration of the urban waste supply chain, including synergies with related 
local environmental management activities, has significant room for optimisation.

7. Conclusion
Starting from an analysis of the trade-offs between efficiency and public governance, this study 
has examined a CE-oriented framework for the provision of local environmental services. The 
contribution of the paper lies in moving beyond conventional classifications of local service 
delivery by highlighting how organisational integration may generate synergies in MSW and 
IWS management while preserving public governance. The analysis emphasises the need for 
governance arrangements capable of enhancing the efficiency of services characterised as 
common goods. Within this perspective, the framework suggests that efficiency and public 
governance can be reconciled when regulatory design facilitates integrated organisational 
configurations. Such insights are consistent with recent regulatory requirements that emphasise 
organisational capacity to manage complexity, investment commitments and performance 
targets, thereby encouraging economies of scale and scope and supporting supra-municipal 
governance structures. However, the framework is intended to be context-specific and may be 
relevant to similar institutional settings. Future research should focus on empirical analyses 
of industrial organisation to assess the conditions, limitations and implications of such 
configurations, including the evolving role of public utilities.

References
Abdel-Nour, F. (1999), “From arm’s length to intrusion: Rawls’s ‘law of peoples’ and the challenge of 

stability”, The Journal of Politics, Vol. 61 No. 2, pp. 313-330, doi: 10.2307/2647506.

TG       

Downloaded from http://www.emerald.com/tg/article-pdf/doi/10.1108/TG-10-2025-0346/11250063/tg-10-2025-0346en.pdf by guest on 12 June 2026

http://dx.doi.org/10.2307/2647506


Adanma, U.M. and Ogunbiyi, E.O. (2024), “A comparative review of global environmental policies for 
promoting sustainable development and economic growth”, International Journal of Applied 
Research in Social Sciences, Vol. 6 No. 5, pp. 954-977, doi: 10.51594/ijarss.v6i5.1147.

Aguilar, M.G., Jaramillo, J.F., Ddiba, D., Páez, D.C., Rueda, H., Andersson, K. and Dickin, S. (2022), 
“Governance challenges and opportunities for implementing resource recovery from organic 
waste streams in urban areas of Latin America: insights from chía, Colombia”, Sustainable 
Production and Consumption, Vol. 30, pp. 53-63, doi: 10.1016/j.spc.2021.11.025.

Ahmet Erkoyuncu, J., Roy, R., Shehab, E. and Kutsch, E. (2014), “An innovative uncertainty 
management framework to support contracting for product-service availability”, Journal of 
Service Management, Vol. 25 No. 5, pp. 603-638, doi: 10.1108/josm-07-2013-0193.

Akinboade, O.A., Mokwena, M.P. and Kinfack, E.C. (2014), “Protesting for improved public 
service delivery in South Africa’s Sedibeng district”, Social Indicators Research, Vol. 119 No. 1, 
pp. 1-23, doi: 10.1007/s11205-013-0377-9.

Alremeithi, A.A., Riaz, Z. and Khan, M. (2025), “What constitutes citizens’ recycling behavior: insights 
from handling municipal solid waste in the UAE”, Smart and Sustainable Built Environment, 
Vol. 14 No. 4, pp. 1017-1037, doi: 10.1108/SASBE-11-2022-0261.

Amatori, F., Millward, R. and Toninelli, P.A. (Eds). (2013), “Reappraising State-Owned Enterprise”, 
doi: 10.4324/9780203818749.

ARERA (2022), “Resolution 15/2022/R/ref. Regulation of the quality of municipal waste management 
services [regolazione della qualità del servizio di gestione dei rifiuti urbani]”, available at: www. 
arera.it/atti-e-provvedimenti/dettaglio/22/015-22

Arntsen, B., Torjesen, D.O. and Karlsen, T.-I. (2021), “Asymmetry in inter-municipal cooperation in 
health services how does it affect service quality and autonomy?”, Social Science and Medicine, 
Vol. 273, p. 113744, doi: 10.1016/j.socscimed.2021.113744.

Bajo-Buenestado, R. and Borrella-Mas, M.Á. (2022), “The heterogeneous tax pass-through under 
different vertical relationships”, The Economic Journal, Vol. 132 No. 645, pp. 1684-1708, 
doi: 10.1093/ej/ueac007.

Bartolacci, F., Del Gobbo, R., Paolini, A. and Soverchia, M. (2019), “Efficiency in waste management 
companies: a proposal to assess scale economies”, Resources, Conservation and Recycling, 
Vol. 148, pp. 124-131, doi: 10.1016/j.resconrec.2019.05.019.

Beccarello, M. and Di Foggia, G. (2023), “Efficient scale and scope of business models used in 
municipal solid waste management”, European Journal of Management and Business 
Economics, Vol. 32 No. 4, pp. 492-508, doi: 10.1108/ejmbe-09-2022-0271.

Bel, G. and Sebő, M. (2019), “Does Inter-Municipal cooperation really reduce delivery costs? An 
empirical evaluation of the role of scale economies, transaction costs, and governance 
arrangements”, Urban Affairs Review, Vol. 57 No. 1, pp. 153-188, doi: 10.1177/ 
1078087419839492.

Blom-Hansen, J., Houlberg, K. and Serritzlew, S. (2020), “Jurisdiction size and local government 
effectiveness: assessing the effects of municipal amalgamations on performance”, European 
Journal of Political Research, Vol. 60 No. 1, pp. 153-174, doi: 10.1111/1475-6765.12394.

Blomqvist, P. and Winblad, U. (2020), “Contracting out welfare services: how are private contractors 
held accountable?”, Public Management Review, Vol. 24 No. 2, pp. 233-254, doi: 10.1080/ 
14719037.2020.1817530.

Boye, S., Risbjerg Nørgaard, R., Tangsgaard, E.R., Andreassen Winsløw, M. and Østergaard-Nielsen, 
M.R. (2022), “Public and private management: now, is there a difference? A systematic review”, 
International Public Management Journal, Vol. 27 No. 2, pp. 109-142, doi: 10.1080/10967494. 
2022.2109787.

Bruton, G.D., Peng, M.W., Ahlstrom, D., Stan, C. and Xu, K. (2015), “State-owned enterprises around 
the WORLD as hybrid organizations”, Academy of Management Perspectives, Vol. 29 No. 1, 
pp. 92-114, doi: 10.5465/amp.2013.0069.

Transforming 
Government: 

People, Process 
and Policy    

Downloaded from http://www.emerald.com/tg/article-pdf/doi/10.1108/TG-10-2025-0346/11250063/tg-10-2025-0346en.pdf by guest on 12 June 2026

http://dx.doi.org/10.51594/ijarss.v6i5.1147
http://dx.doi.org/10.1016/j.spc.2021.11.025
http://dx.doi.org/10.1108/josm-07-2013-0193
http://dx.doi.org/10.1007/s11205-013-0377-9
http://dx.doi.org/10.1108/SASBE-11-2022-0261
http://dx.doi.org/10.4324/9780203818749
https://www.arera.it/atti-e-provvedimenti/dettaglio/22/015-22
https://www.arera.it/atti-e-provvedimenti/dettaglio/22/015-22
http://dx.doi.org/10.1016/j.socscimed.2021.113744
http://dx.doi.org/10.1093/ej/ueac007
http://dx.doi.org/10.1016/j.resconrec.2019.05.019
http://dx.doi.org/10.1108/ejmbe-09-2022-0271
http://dx.doi.org/10.1177/1078087419839492
http://dx.doi.org/10.1177/1078087419839492
http://dx.doi.org/10.1111/1475-6765.12394
http://dx.doi.org/10.1080/14719037.2020.1817530
http://dx.doi.org/10.1080/14719037.2020.1817530
http://dx.doi.org/10.1080/10967494.2022.2109787
http://dx.doi.org/10.1080/10967494.2022.2109787
http://dx.doi.org/10.5465/amp.2013.0069


Bryson, J.M., Crosby, B.C. and Bloomberg, L. (2014), “Public value governance: moving beyond 
traditional public administration and the new public management”, Public Administration 
Review, Vol. 74 No. 4, pp. 445-456, doi: 10.1111/puar.12238.

Caldas, P., Ferreira, D., Dollery, B. and Marques, R. (2019), “Are there scale economies in urban waste 
and wastewater municipal services? A non-radial input-oriented model applied to the Portuguese 
local government”, Journal of Cleaner Production, Vol. 219, pp. 531-539, doi: 10.1016/j.jclepro. 
2019.02.076.

Callan, S.J. and Thomas, J.M. (2001), “Economies of scale and scope: a cost analysis of municipal solid 
waste services”, Land economics, Vol. 77 No. 4, pp. 548-560, doi: 10.2307/3146940.

Cepiku, D. and Mastrodascio, M. (2021), “Equity in public services: a systematic literature review”, 
Public Administration Review, Vol. 81 No. 6, pp. 1019-1032, doi: 10.1111/puar.13402.

Chakravarti, A. (2017), “Imperfect information and opportunism”, Journal of Economic Issues, Vol. 51 
No. 4, pp. 1114-1136, doi: 10.1080/00213624.2017.1391594.

Choné, P., Linnemer, L. and Vergé, T. (2023), “Double marginalization, market foreclosure, and vertical 
integration”, Journal of the European Economic Association, Vol. 22 No. 4, pp. 1884-1935, 
doi: 10.1093/jeea/jvad069.

Clifton, J., Warner, M.E., Gradus, R. and Bel, G. (2019), “Re-municipalization of public services: trend 
or hype?”, Journal of Economic Policy Reform, Vol. 24 No. 3, pp. 293-304, doi: 10.1080/ 
17487870.2019.1691344.

Cordero, R. (2014), “Crisis and critique in Jürgen Habermas’s social theory”, European Journal of 
Social Theory, Vol. 17 No. 4, pp. 497-515, doi: 10.1177/1368431013520387.

D’Inverno, G., Moesen, W. and De Witte, K. (2022), “Local government size and service level 
provision. Evidence from conditional non-parametric analysis”, Socio-Economic Planning 
Sciences, Vol. 81, p. 100917, doi: 10.1016/j.seps.2020.100917.

Dahlman, C.J. (1979), “The problem of externality”, The Journal of Law and Economics, Vol. 22 No. 1, 
pp. 141-162, doi: 10.1086/466936.

Dan, S. and Andrews, R. (2015), “Market-Type mechanisms and public service equity: a review 
of experiences in European public services”, Public Organization Review, Vol. 16 No. 3,  
pp. 301-317, doi: 10.1007/s11115-015-0310-6.

Davies, D.G. (1971), “The efficiency of public versus private firms, the case of Australia’s two airlines”, 
The Journal of Law and Economics, Vol. 14 No. 1, pp. 149-165, doi: 10.1086/466706.

Di Foggia, G. and Beccarello, M. (2022), “Introducing a system operator in the waste management 
industry by adapting lessons from the energy sector”, Frontiers in Sustainability, Vol. 3, doi: 10. 
3389/frsus.2022.984721.

Eckerd, A. and Heidelberg, R.L. (2019), “Administering public participation”, The American Review of 
Public Administration, Vol. 50 No. 2, pp. 133-147, doi: 10.1177/0275074019871368.

Fernández-Gutiérrez, M. and Van de Walle, S. (2018), “Equity or efficiency? Explaining public 
officials’ values”, Public Administration Review, Vol. 79 No. 1, pp. 25-34, doi: 10.1111/puar. 
12996.

Fiorillo, F. and Merkaj, E. (2024), “Municipal strategies, fiscal incentives and co-production in urban 
waste management”, Socio-Economic Planning Sciences, Vol. 92, p. 101817, doi: 10.1016/j. 
seps.2024.101817.

Halliday, T.C. and Osinsky, P. (2006), “Globalization of law”, Annual Review of Sociology, Vol. 32 
No. 1, pp. 447-470, doi: 10.1146/annurev.soc.32.061604.123136.

Hammond, J.D. (2015), “Paul Samuelson on public goods: the road to nihilism”, History of Political 
Economy, Vol. 47 No. suppl_1, pp. 147-173, doi: 10.1215/00182702-2007-3130487.

Hickerson, S.R. (1985), “Justice and the social economist: an instrumentalist interpretation”, 
International Journal of Social Economics, Vol. 12 Nos 6-7, pp. 90-103, doi: 10.1108/eb013998.

TG       

Downloaded from http://www.emerald.com/tg/article-pdf/doi/10.1108/TG-10-2025-0346/11250063/tg-10-2025-0346en.pdf by guest on 12 June 2026

http://dx.doi.org/10.1111/puar.12238
http://dx.doi.org/10.1016/j.jclepro.2019.02.076
http://dx.doi.org/10.1016/j.jclepro.2019.02.076
http://dx.doi.org/10.2307/3146940
http://dx.doi.org/10.1111/puar.13402
http://dx.doi.org/10.1080/00213624.2017.1391594
http://dx.doi.org/10.1093/jeea/jvad069
http://dx.doi.org/10.1080/17487870.2019.1691344
http://dx.doi.org/10.1080/17487870.2019.1691344
http://dx.doi.org/10.1177/1368431013520387
http://dx.doi.org/10.1016/j.seps.2020.100917
http://dx.doi.org/10.1086/466936
http://dx.doi.org/10.1007/s11115-015-0310-6
http://dx.doi.org/10.1086/466706
http://dx.doi.org/10.3389/frsus.2022.984721
http://dx.doi.org/10.3389/frsus.2022.984721
http://dx.doi.org/10.1177/0275074019871368
http://dx.doi.org/10.1111/puar.12996
http://dx.doi.org/10.1111/puar.12996
http://dx.doi.org/10.1016/j.seps.2024.101817
http://dx.doi.org/10.1016/j.seps.2024.101817
http://dx.doi.org/10.1146/annurev.soc.32.061604.123136
http://dx.doi.org/10.1215/00182702-2007-3130487
http://dx.doi.org/10.1108/eb013998


Hirschman, A.O. (1978), “Exit, voice, and the state”, World Politics, Vol. 31 No. 1, pp. 90-107, doi: 10. 
2307/2009968.

ISPRA - Istituto Superiore per la Protezione e la Ricerca Ambientale (2025), “Waste management 
report [rapporto rifiuti urbani – edizione 2025]”, Report n. 419/2025, ISBN 978-88-448-1285-0.

Jacobsen, L.R. (2014), “Coase and the theory of the firm: guest editor’s introduction”, Managerial and 
Decision Economics, Vol. 36 No. 1, pp. 2-5, doi: 10.1002/mde.2701.

John, P. (2016), “Finding exits and voices: Albert Hirschman’s contribution to the study of public 
services”, International Public Management Journal, Vol. 20 No. 3, pp. 512-529, doi: 10.1080/ 
10967494.2016.1141814.

Kearney, C., Hisrich, R.D. and Roche, F. (2009), “Public and private sector entrepreneurship: 
similarities, differences or a combination?”, Journal of Small Business and Enterprise 
Development, Vol. 16 No. 1, pp. 26-46, doi: 10.1108/14626000910932863.

Keech, W.R. and Munger, M.C. (2015), “The anatomy of government failure”, Public Choice, Vol. 164 
Nos 1-2, pp. 1-42, doi: 10.1007/s11127-015-0262-y.

Kourtis, I.M., Kotsifakis, K.G., Feloni, E.G. and Baltas, E.A. (2019), “Sustainable water resources 
management in small Greek islands under changing climate”, Water, Vol. 11 No. 8, pp. 1694, 
doi: 10.3390/w11081694.

Kourula, A., Moon, J., Salles-Djelic, M.-L. and Wickert, C. (2019), “New roles of government in the 
governance of business conduct: implications for management and organizational research”, 
Organization Studies, Vol. 40 No. 8, pp. 1101-1123, doi: 10.1177/0170840619852142.

Krogh, A.H. and Triantafillou, P. (2024), “Developing new public governance as a public management 
reform model”, Public Management Review, Vol. 26 No. 10, pp. 3040-3056, doi: 10.1080/ 
14719037.2024.2313539.

Kwoka, J.E. and Slade, M. (2019), “Second thoughts on double marginalization”, SSRN Electronic 
Journal, doi: 10.2139/ssrn.3452207.

Langlois, R.N. (2007), “The entrepreneurial theory of the firm and the theory of the entrepreneurial 
firm*”, Journal of Management Studies, Vol. 44 No. 7, pp. 1107-1124, doi: 10.1111/j.1467-6486. 
2007.00728.x.

Lember, V., Kattel, R. and Tõnurist, P. (2018), “Technological capacity in the public sector: the case of 
Estonia”, International Review of Administrative Sciences, Vol. 84 No. 2, pp. 214-230, doi: 10. 
1177/0020852317735164.

Lerusse, A. and Van de Walle, S. (2021), “Local politicians’ preferences in public procurement: 
ideological or strategic reasoning?”, Local Government Studies, Vol. 48 No. 4, pp. 680-703, doi: 
10.1080/03003930.2020.1864332.

Llanquileo-Melgarejo, P. and Molinos-Senante, M. (2021), “Evaluation of economies of scale in eco- 
efficiency of municipal waste management: an empirical approach for Chile”, Environmental 
Science and Pollution Research, Vol. 28 No. 22, pp. 28337-28348, doi: 10.1007/s11356-021- 
12529-1.

Liu, D. (2024), “Local government competition and resource allocation efficiency”, Finance Research 
Letters, Vol. 60, p. 104830, doi: 10.1016/j.frl.2023.104830.

Lo Storto, C. (2016), “The trade-off between cost efficiency and public service quality: a non- 
parametric frontier analysis of Italian major municipalities”, Cities, Vol. 51, pp. 52-63, doi: 10. 
1016/j.cities.2015.11.028.

Loasby, B.J. (2014), “Ronald Coase’s theory of the firm and the scope of economics”, Journal of 
Institutional Economics, Vol. 11 No. 2, pp. 245-264, doi: 10.1017/s1744137414000265.

Loertscher, S. and Marx, L.M. (2022), “Double markups, information, and vertical mergers”, 
The Antitrust Bulletin, Vol. 67 No. 3, pp. 434-441, doi: 10.1177/0003603x221103115.

Lorenz, S., Heigl, B., Palmié, M. and Oghazi, P. (2024), “From business models for public actors to 
public service provision models: extending the business model concept to the public sector”, 

Transforming 
Government: 

People, Process 
and Policy    

Downloaded from http://www.emerald.com/tg/article-pdf/doi/10.1108/TG-10-2025-0346/11250063/tg-10-2025-0346en.pdf by guest on 12 June 2026

http://dx.doi.org/10.2307/2009968
http://dx.doi.org/10.2307/2009968
http://dx.doi.org/10.1002/mde.2701
http://dx.doi.org/10.1080/10967494.2016.1141814
http://dx.doi.org/10.1080/10967494.2016.1141814
http://dx.doi.org/10.1108/14626000910932863
http://dx.doi.org/10.1007/s11127-015-0262-y
http://dx.doi.org/10.3390/w11081694
http://dx.doi.org/10.1177/0170840619852142
http://dx.doi.org/10.1080/14719037.2024.2313539
http://dx.doi.org/10.1080/14719037.2024.2313539
http://dx.doi.org/10.2139/ssrn.3452207
http://dx.doi.org/10.1111/j.1467-6486.2007.00728.x
http://dx.doi.org/10.1111/j.1467-6486.2007.00728.x
http://dx.doi.org/10.1177/0020852317735164
http://dx.doi.org/10.1177/0020852317735164
http://dx.doi.org/10.1080/03003930.2020.1864332
http://dx.doi.org/10.1007/s11356-021-12529-1
http://dx.doi.org/10.1007/s11356-021-12529-1
http://dx.doi.org/10.1016/j.frl.2023.104830
http://dx.doi.org/10.1016/j.cities.2015.11.028
http://dx.doi.org/10.1016/j.cities.2015.11.028
http://dx.doi.org/10.1017/s1744137414000265
http://dx.doi.org/10.1177/0003603x221103115


Technological Forecasting and Social Change, Vol. 201, p. 123273, doi: 10.1016/j.techfore. 
2024.123273.

Love, P.E.D., Davis, P.R., Edwards, D.J. and Baccarini, D. (2008), “Uncertainty avoidance: public 
sector clients and procurement selection”, International Journal of Public Sector Management, 
Vol. 21 No. 7, pp. 753-776, doi: 10.1108/09513550810904550.

Lylova, E.V. (2018), “Modern organizational structures, and the possibility of their adaptation in 
the field of public administration”, RUDN Journal of Public Administration, Vol. 5 No. 3, 
pp. 305-317, doi: 10.22363/2312-8313-2018-5-3-305-317.

Massarutto, A. (2007), “Municipal waste management as a local utility: options for competition in an 
environmentally-regulated industry”, Utilities Policy, Vol. 15 No. 1, pp. 9-19, doi10.1016/j.jup. 
2006.09.003.

Mazzucato, M. (2023), “Governing the economics of the common good: from correcting market failures 
to shaping collective goals”, Journal of Economic Policy Reform, Vol. 27 No. 1, pp. 1-24, doi: 10. 
1080/17487870.2023.2280969.

Medaglia, R., Rukanova, B. and Zhang, Z. (2024), “Digital government and the circular economy 
transition: an analytical framework and a research agenda”, Government Information Quarterly, 
Vol. 41 No. 1, p. 101904, doi: 10.1016/j.giq.2023.101904.

Merebashvili, T.A. (2024), “State owned companies efficiency management: worldwide experience”, 
Zakon, Vol. 21 No. 2, pp. 97-107, doi: 10.37239/0869-4400-2024-21-2-97-107.

Mussari, R., Monteduro, F., Caramia, S. and Allegrini, V. (2025), “Politician manager relationship, 
procurement decisions, and corruption risk in local governments”, Local Government Studies, 
Vol. 52 No. 1, pp. 1-24, doi: 10.1080/03003930.2025.2548485.

Olson, M. (1965), The Logic of Collective Action, Harvard University Press, doi: 10.4159/ 
9780674041660.

Osborne, S.P. (2006), “The new public governance? 1”, Public Management Review, Vol. 8 No. 3, 
pp. 377-387, doi: 10.1080/14719030600853022.

Patanakul, P. and Pinto, J.K. (2014), “Examining the roles of government policy on innovation”, The 
Journal of High Technology Management Research, Vol. 25 No. 2, pp. 97-107, doi: 10.1016/j. 
hitech.2014.07.003.

Pierre, J. and Røiseland, A. (2016), “Exit and voice In local government reconsidered: a ‘choice 
revolution’?”, Public Administration, Vol. 94 No. 3, pp. 738-753, doi: 10.1111/padm.12258.

Plant, R. (1982), “Jürgen Habermas and the idea of legitimation crisis”, European Journal of Political 
Research, Vol. 10 No. 4, pp. 341-352, doi: 10.1111/j.1475-6765.1982.tb00029.x.

Reymond, P., Chandragiri, R. and Ulrich, L. (2020), “Governance arrangements for the scaling up of 
small-scale wastewater treatment and reuse systems lessons from India”, Frontiers in 
Environmental Science, Vol. 8, doi: 10.3389/fenvs.2020.00072.

Riain, S.Ó. (2000), “States and markets in an era of globalization”, Annual Review of Sociology, Vol. 26 
No. 1, pp. 187-213, doi: 10.1146/annurev.soc.26.1.187.

Rokkan, A.I. and Haugland, S.A. (2021), “A transaction cost approach for public procurement”, 
Journal of Business and Industrial Marketing, Vol. 37 No. 2, pp. 341-352, doi: 10.1108/jbim-09- 
2019-0393.

Rotmans, J., Kemp, R. and van Asselt, M. (2001), “More evolution than revolution: transition 
management in public policy”, Foresight, Vol. 3 No. 1, pp. 15-31, doi: 10.1108/ 
14636680110803003.

Sachdev, S. (2002), “Review of recent publications on the topic of ‘liberalisation of the public sector’”, 
Transfer: European Review of Labour and Research, Vol. 8 No. 2, pp. 308-312, doi: 10.1177/ 
102425890200800216.

Sarra, A., Mazzocchitti, M. and Rapposelli, A. (2017), “Evaluating joint environmental and cost 
performance in municipal waste management systems through data envelopment analysis: scale 

TG       

Downloaded from http://www.emerald.com/tg/article-pdf/doi/10.1108/TG-10-2025-0346/11250063/tg-10-2025-0346en.pdf by guest on 12 June 2026

http://dx.doi.org/10.1016/j.techfore.2024.123273
http://dx.doi.org/10.1016/j.techfore.2024.123273
http://dx.doi.org/10.1108/09513550810904550
http://dx.doi.org/10.22363/2312-8313-2018-5-3-305-317
http://dx.doi.org/10.1016/j.jup.2006.09.003
http://dx.doi.org/10.1016/j.jup.2006.09.003
http://dx.doi.org/10.1080/17487870.2023.2280969
http://dx.doi.org/10.1080/17487870.2023.2280969
http://dx.doi.org/10.1016/j.giq.2023.101904
http://dx.doi.org/10.37239/0869-4400-2024-21-2-97-107
http://dx.doi.org/10.1080/03003930.2025.2548485
http://dx.doi.org/10.4159/9780674041660
http://dx.doi.org/10.4159/9780674041660
http://dx.doi.org/10.1080/14719030600853022
http://dx.doi.org/10.1016/j.hitech.2014.07.003
http://dx.doi.org/10.1016/j.hitech.2014.07.003
http://dx.doi.org/10.1111/padm.12258
http://dx.doi.org/10.1111/j.1475-6765.1982.tb00029.x
http://dx.doi.org/10.3389/fenvs.2020.00072
http://dx.doi.org/10.1146/annurev.soc.26.1.187
http://dx.doi.org/10.1108/jbim-09-2019-0393
http://dx.doi.org/10.1108/jbim-09-2019-0393
http://dx.doi.org/10.1108/14636680110803003
http://dx.doi.org/10.1108/14636680110803003
http://dx.doi.org/10.1177/102425890200800216
http://dx.doi.org/10.1177/102425890200800216


effects and policy implications”, Ecological Indicators, Vol. 73, pp. 756-771, doi: 10.1016/j. 
ecolind.2016.10.035.

Schoute, M., Budding, T. and Gradus, R. (2018), “Municipalities’ choices of service delivery modes: 
the influence of service, political, governance, and financial characteristics”, International Public 
Management Journal, Vol. 21 No. 4, pp. 502-532, doi: 10.1080/10967494.2017.1297337.

Simmons, R. and Brennan, C. (2016), “User voice and complaints as drivers of innovation in public 
services”, Public Management Review, Vol. 19 No. 8, pp. 1085-1104, doi: 10.1080/14719037. 
2016.1257061.

Söderberg, M., Sundriyal, V.K. and Gabrielsson, J. (2025), “The impact of population size and waste bin 
structure on the cost of municipal solid waste (MSW) management: evidence from Sweden and 
Norway”, Waste Management, Vol. 206, p. 115047, doi: 10.1016/j.wasman.2025.115047.

Thomashausen, S., Maennling, N. and Mebratu-Tsegaye, T. (2018), “A comparative overview of legal 
frameworks governing water use and waste water discharge in the mining sector”, Resources 
Policy, Vol. 55, pp. 143-151, doi: 10.1016/j.resourpol.2017.11.012.

Van de Walle, S. (2016), “When public services fail: a research agenda on public service failure”, 
Journal of Service Management, Vol. 27 No. 5, pp. 831-846, doi: 10.1108/josm-04-2016-0092.

Voorn, B., van Genugten, M.L. and van Thiel, S. (2017), “The efficiency and effectiveness of 
municipally owned corporations: a systematic review”, Local Government Studies, Vol. 43 
No. 5, pp. 820-841, doi: 10.1080/03003930.2017.1319360.

Walker, H., Schotanus, F., Bakker, E. and Harland, C. (2013), “Collaborative procurement: a relational 
view of buyer buyer relationships”, Public Administration Review, Vol. 73 No. 4, pp. 588-598, 
doi: 10.1111/puar.12048.

Wang, H., Xiong, W., Wu, G. and Zhu, D. (2017), “Public-private partnership in public administration 
discipline: a literature review”, Public Management Review, Vol. 20 No. 2, pp. 293-316, doi: 10. 
1080/14719037.2017.1313445.

Warner, M. and Hefetz, A. (2002), “Applying market solutions to public services”, Urban Affairs 
Review, Vol. 38 No. 1, pp. 70-89, doi: 10.1177/107808702401097808.

Warner, M.E. and Hefetz, A. (2008), “Managing markets for public service: the role of mixed 
Public-Private delivery of city services”, Public Administration Review, Vol. 68 No. 1,  
pp. 155-166, doi: 10.1111/j.1540-6210.2007.00845.x.

Williamson, O.E. (2010), “Transaction cost economics: the natural progression”, American Economic 
Review, Vol. 100 No. 3, pp. 673-690, doi: 10.1257/aer.100.3.673.

Wontner, K.L., Walker, H., Harris, I. and Lynch, J. (2020), “Maximising ‘community benefits’ in public 
procurement: tensions and trade-offs”, International Journal of Operations and Production 
Management, Vol. 40 No. 12, pp. 1909-1939, doi: 10.1108/ijopm-05-2019-0395.

Further reading
Otterpohl, R., Grottker, M. and Lange, J. (1997), “Sustainable water and waste management in urban 

areas”, Water Science and Technology, Vol. 35 No. 9, doi: 10.1016/s0273-1223(97)00190-x.

Corresponding author
Giacomo Di Foggia can be contacted at: giacomo.difoggia@unimib.it

For instructions on how to order reprints of this article, please visit our website:
www.emeraldgrouppublishing.com/licensing/reprints.htm
Or contact us for further details: permissions@emeraldinsight.com

Transforming 
Government: 

People, Process 
and Policy    

Downloaded from http://www.emerald.com/tg/article-pdf/doi/10.1108/TG-10-2025-0346/11250063/tg-10-2025-0346en.pdf by guest on 12 June 2026

http://dx.doi.org/10.1016/j.ecolind.2016.10.035
http://dx.doi.org/10.1016/j.ecolind.2016.10.035
http://dx.doi.org/10.1080/10967494.2017.1297337
http://dx.doi.org/10.1080/14719037.2016.1257061
http://dx.doi.org/10.1080/14719037.2016.1257061
http://dx.doi.org/10.1016/j.wasman.2025.115047
http://dx.doi.org/10.1016/j.resourpol.2017.11.012
http://dx.doi.org/10.1108/josm-04-2016-0092
http://dx.doi.org/10.1080/03003930.2017.1319360
http://dx.doi.org/10.1111/puar.12048
http://dx.doi.org/10.1080/14719037.2017.1313445
http://dx.doi.org/10.1080/14719037.2017.1313445
http://dx.doi.org/10.1177/107808702401097808
http://dx.doi.org/10.1111/j.1540-6210.2007.00845.x
http://dx.doi.org/10.1257/aer.100.3.673
http://dx.doi.org/10.1108/ijopm-05-2019-0395
http://dx.doi.org/10.1016/s0273-1223(97)00190-x
mailto:giacomo.difoggia@unimib.it
https://www.emeraldgrouppublishing.com/licensing/reprints.htm
mailto:

	Governance of local public service provision: between policy, efficiency and sustainability
	Introduction
	Background
	Rationality principles
	Organisation and uncertainty
	Motivation and legitimisation

	Methods
	Research design
	Context and case selection criteria

	Framework
	Motivation
	Rationality choices
	Limitations

	Business case
	Discussion and implications
	Conclusion
	References




