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Abstract 
 
This study aims to contribute improving our understanding of the concept of co-production 
by analyzing, from a theoretical perspective rooted in new institutional economics, the role 
played by the kind of transactions that are required in order to co-produce public services. An 
analytical distinction is made between acts of co-production that require “spot” contributions 
from the side of clients and those that call for more “enduring” commitment of time and other 
resources before performing co-production and consumption acts. Building on a case of co-
production of active labor market policies in Italy where unemployed who held unregistered 
jobs withdrew from the service agreement, this study argues that features of the transaction 
(frequency and degree of asset specificity), context conditions, and characteristics of the 
governance arrangement contribute explaining why clients are more or less willing to invest 
their time and other resources in co-producing public services.  
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Co-investment in the Co-production of Public Services:  
Are Clients Willing to Do It? 

 
 
 
1. Introduction 
 
The area of study of co-production has been subjected to increased interest over the last 

years. Generally understood as “the mix of activities that both public service agents and 

citizens contribute to the provision of public services”, where “the former are involved as 

professionals, or ‘regular producers’, while ‘citizen production’ is based on voluntary efforts 

by individuals and groups to enhance the quality and/or quantity of the services they use” 

(Parks et al. 1981; Ostrom 1996), co-production is considered to play a role of greater and 

greater importance within the contemporary administrative arrangements, governance 

systems, and society at large. The diffusion and deepening of citizens' involvement in the 

delivery of public services, partially driven by advances in ICT, had profoundly changes the 

relationship between service users and service professionals, with the effects of improving 

public service quality by bringing in the expertise of the service user (or families and 

communities), providing more differentiated services and increased choice, making public 

services more responsive to users, and cutting costs (Löffler et al. 2008). 

The scholarly literature on co-production of public services has addressed various 

issues especially related to the definition of the concept, to the motivations of clients to co-

produce, and to what makes co-production efficient and effective (Alford 2000, 2002, 2009; 

Brandsen and Pestoff 2006; Pestoff 2012; Verschuere et al. 2012). Questions about what is 

the nature of coproduction (Alford 2002; Strokosch and Osborne 2010), how co-production 

developed in recent decades (Pestoff and Brandsen 2008, 2009; Pestoff et al. 2012), how the 

relationship between individual and group participation in the provision of public services 

develops (Bovaird and Löffler 2003), how co-production contributes to the development of 

service quality in public services (Osborne 2010), how co-production promotes participative 

democracy (Fung 2004), and how ownership and institutional set-ups are related to co-

production (Vamstad 2007) have been widely investigated. Taken together, these studies help 

us to better figure out an answer to a fundamental question posed to citizens nowadays, i.e., 

“What role do they play and are they prepared to play in the delivery of those public services 

which matter most to them?” (Löffler et al. 2008). 

Yet, our understanding of co-production of public services is still far from complete. 
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In a recent review of the literature, Verschuere et al. (2012) point out that additional research 

is needed for the sake of gaining a better conceptualization of co-production, especially 

through the contribution of theoretical approaches that originate from a range of disciplines. 

Among the directions for further research, they especially highlight that more work is needed 

on better explaining under which circumstances people co-produce, i.e., what are the motives 

that drive their efforts to co-produce and what “kind” of people are more inclined to engage 

in such collaborative efforts. Existing studies provide tentative answers, that especially 

include the role of extrinsic rewards (or material interests, of both monetary and non-

monetary kind, including avoidance of sanctions), intrinsic rewards (such as altruism and 

other social values), sociality, and normative commitment, and the influence exercised by 

circumstances that include ease of involvement and perceived salience or importance of the 

service provided (Pestoff 2012; Alford 2009).  

This paper aims to contribute improving our understanding of the concept of co-

production by analyzing, from a theoretical perspective rooted in new institutional 

economics, the role played by the kind of transactions that are required in order to co-produce 

public services. Building on Verschuere et al.'s (2012) distinction between efforts to co-

produce that are directed to more “mundane” activities (e.g., contributions by people that are 

relatively affordable, frequent, and short in time) and those that contribute to more 

“enduring” endeavors (e.g., those that require to perform relatively costly tasks possibly over 

a long period of time), this paper introduces a distinction between co-production activities 

that result in consumption of the jointly produced services or in the investment in capital 

goods that are used in later co-production and consumption activities. As we shall see, this 

distinction (that is among those at the very basic “core” of the conceptual structure of the 

discipline of economics) may bear important consequences for the way we conceive what co-

production is and why people engage in efforts to co-produce – especially depending on 

whether co-production requires that people “co-invest” with the public agency in obtaining 

“capital goods” before the “proper” co-production and consumption of public services takes 

place. 

This paper discusses the motivation behind investing in “capital goods” for co-

producing public services on the basis of evidence provided by a case of participation in 

active labor market policies in some public employment agencies (Centri Servizi per il 

Lavoro or CSL) located in Italy (particularly in the local governments of Cagliari, Quartu 
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Sant'Elena, Assemini, and Senorbì, all based in Sardinia). Following a 2001 policy reform 

that devolved labor market policies from the central government to sub-national governments 

(regions and provinces) and enlarged the statutory tasks of public employment agencies from 

the “traditional” to active labor market policies, public employment agencies started calling 

the unemployed into co-productive efforts for the sake of enhancing their likelihood to find a 

job, or “job readiness” (Alford, 2002, 2009). As we shall see, however, client's participation 

to co-production efforts dropped when particular context conditions contributed to negatively 

affect their willingness to invest time in improving their skills and competences. Data were 

collected through 21 interviews conducted in the period March-April 2011. Interviewees 

included the councilor responsible for labor policies in the provincial government of Cagliari, 

the general manager of the provincial department of labor, three managers of the CSL, 

sixteen staff members, and sixteen clients. Interviewees were selected according to seniority 

criteria, reputation for job commitment and dedication, and reputed participation in ALMP 

services. Data collection followed the so-called “saturation method” (Gaskell and Bauer 

2000), according to which additional interviews were conducted insofar as they significantly 

contributed to enrich the construction of the narrative corpus.  

The rest of the paper is organized as follows. Next section will review the scholarly 

literature on co-production and will highlight that the idea that co-production may require 

some up-front investment in capital goods have been already present in various scholarly 

works, albeit not fully discussed so far. Section three will outline an analytic framework of 

investment in co-production activities. Section four will present the case of investment in co-

producing active labor market policies in some public unemployment agencies in Italy. 

Section five will discuss the case. Finally, the last section will draw the conclusions. 

 

2. Literature review 

Co-production as a mode of joint contribution of public service agents and citizens to 

the provision of public services has been widely researched so far. Several works have been 

done on the very origins of the concept of co-production of public services (Ramirez 1999), 

on the growth of interest on co-production in the last decades (Needham and Carr 2009; 

Brudney and England 1983; Parks et al. 1981; Sharp 1980; Whitaker 1980; Aford 2002; 

Kettunen 2010), on the conceptualization of the role of the citizen as client and co-producer 

of public services (Rosenthal and Peccei 2006; Jung 2010; Alford 2002, 2009; Moore 1995), 
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and on the general features of the joint acts of production and consumption of public services 

(Löffler et al. 2008). More generally, various studies discussed co-production within the 

broader context of novel institutional, organizational, and managerial perspectives on the 

provision of public services that differ from both traditional bureaucratic approaches and 

New Public Management doctrine (Osborne 2006, 2010; Bovaird 2007; Barzelay 2001; 

Pollitt and Bouckaert 2000; Hartley 2005; Denhardt and Denhardt 2008; Pestoff 2011). 

It is generally acknowledged that co-production may take many different forms 

(Löffler et al. 2008). At a relatively general level, various works drew a distinction between 

co-production as the involvement of individual citizens (or “clients”) and groups in public 

service provision and other forms of citizens' participation to policy-making and policy 

evaluation (or “co-governance”) and to the design and resourcing of public services (or “co-

management”) (Brandsen and Pestoff 2006; Verschuere et al. 2012). Other studies 

highlighted that co-production calls for relatively more structured interaction than various 

forms of “cooperation”, although for not so entrenched relationships as various forms of 

“collaboration” (Keast and Mandell 2011). In the empirical field, co-production takes place in 

so diverse areas of public service delivery such as (Schlappa and Imani 2012) community 

safety (Marshall 2004), childcare (Pestoff 2006), social housing (Bovaird and Löffler 2007; 

Needham 2007), unemployment (Alford 2009), charitable giving (Jung 2009) and new media 

(Meijer 2011). 

A distinguishing trait of co-production of public service provision is that clients and 

public sector professionals jointly contribute to obtaining services that are directly consumed 

by the same clients (who, in this sense, differ from volunteers; Alford 2002). As such, the 

provision of public services is fundamentally different from the production of goods 

(Normann 2002). Obtaining services generally entails that the result of the production efforts 

is intangible, that production takes place simultaneously with consumption, and that the client 

participates in the production as part of her consumption experience (Osborne 2010). These 

features of the joint production and consumption of services bear important consequences for 

the management of client-provider relationship, as it has been widely discussed especially in 

the business and marketing literatures (Benpaudi and Leone 2003; Solveig 1996; Lusch and 

Vargo 2006a, 2006b; Pralahad and Ramaswamy 2004; Vargo and Lusch 2004; Burger-

Helmchen and Cohendet 2011; Hienerth et al. 2011), and for research agenda on co-

production of public services, in particular. 
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Among the issues at stake in the contemporary literature on co-production of public 

services (Verschuere et al. 2012), various works have especially focused on why people co-

produce. In general, voluntarism provides the “animating spirit” that characterizes the kind of 

participative efforts to co-produce (Alford 1998, 2009) and the willingness to co-produce 

(Flynn 2012; Hood et al. 1996). More precisely, it is generally acknowledged that clients' 

efforts to co-produce can be triggered by diverse factors, including extrinsic rewards, intrinsic 

rewards, sociality, and normative commitment (Alford 2002, 2009; Sharp 1978; Rosentraub 

and Sharp 1981; Wilson 1973; Clark and Wilson 1961). Extrinsic rewards (i.e., material 

interests, including avoidance of sanctions) are generally understood to provide minimal if 

any motivation to co-produce, apart from circumstances when clients are expected to perform 

relatively simple tasks. The other factors, instead, provide various kinds of “tokens” that 

individuals may exchange with each other with resulting benefits in terms of self-

determination, competence, sense of group membership and identification, and affirmation of 

moral and social values (Alford 2009; Levi-Strauss 1969; Homans 1961; Blau 1964; Ekeh 

1974; Deci 1975). In addition, motivation to co-produce is affected by circumstances such as 

ease of involvement and perceived salience or importance of the service provided (Pestoff 

2012; Alford 2009).  

Empirical evidence has shown that efforts to co-produce may also relate to the kind of 

efforts and interactions that are required. Building on marketing research, for example, Etgar 

(2008) highlighted that participation to co-production drops when clients are required to 

make changes to personal lifestyle and to build new social relationships with others (e.g., 

doctors, police, or strangers), while participation is positively related to past experience of co-

production. A tentative interpretation of these findings is that clients may be less inclined to 

co-produce when they are required to invest time or other resources into preparatory efforts 

before engaging in co-production and consumption of the services. Without contradicting the 

commonly held view that service production entails the simultaneous and inseparable 

performance of production and consumption acts (Osborne 2010), in fact, “stage models” of 

service production nevertheless suggest that some intellectual or physical work (e.g., 

initiating, designing, information processing, etc.) may be needed to create preconditions for 

the service production and consumption to take place (Etgar 2008). When this is the case, 

efforts to co-produce (or not) may be explained by factors specifically related to clients' 

willingness to invest time or other resources into forming the preconditions for the “actual” 
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production and consumption part of the service delivery process.  

The idea that some amount of up-front investment from the side of client may be 

required before the joint acts of production and consumption take place is present in the 

general literature on co-production of public services, albeit its implications are not explicitly 

drawn. Verschuere et al. (2012), for example, discuss the distinction between efforts to co-

produce that are directed to more “mundane” activities (e.g., contributions by people that are 

relatively affordable, frequent, and short in time) and those that contribute to more 

“enduring” endeavors (e.g., those that require to perform relatively costly tasks possibly over 

a long period of time). Bovaird (2007) also suggested to conceive user and community co-

production as related to a long-term relationship “where all parties make substantial resource 

contributions” (2007: 847). In the classical study on Australia’s Department of Employment, 

Education and Training (DEET), Alford (2002) also noticed that “DEET’s programs could 

not heighten the attractiveness of job seekers to employers unless their clients also invested 

some time and effort, not just in attending these programs but in actively engaging in them” 

(2002: 38). Indeed, a distinction may be made between co-production of public services 

where clients contribute to the production of services that are simultaneously consumed with 

relatively modest if any expenditure of time and resources if not merely those that are 

required within the circumscribed co-production act, such as teaching own children, sorting 

garbage for differentiated collection, and filling post codes; and co-production of public 

services where clients are required to commit time and resources before they can really 

contribute producing and consuming the service result of their efforts, such as learning how 

to fill tax returns, building skills and competences to improve the job readiness of the 

unemployed, and improving safety by installing better locks to doors.  

 

3.  Theoretical framework 

Within the field of economics, the distinction between acts of production that are 

directed to consumption and those that are conducted for obtaining preconditions for future 

acts of production and consumption is a fundamental and basic one. Some acts of production 

result in “consumption goods” (that, in economic parlance, includes both tangible and 

intangible products) that are made available for use. Other acts of production, instead, 

properly consist of investment of resources for obtaining “capital goods”, i.e., physical or 

intangible assets that are employed in production processes. Investment in capital goods may 
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be necessary in order to perform other acts of production, or may contribute improving the 

productivity or effectiveness of other production processes.  

Taken as a kind of production process, co-production may include capital goods 

among its inputs. It is the case, for example, of (relatively small) investments made in locks 

for doors for co-producing community safety, and of (possibly, relatively large) investments 

made in skills and competences for co-producing more job readiness. Such investments result 

in tangible or intangible capital goods that are employed in the co-production and 

consumption of public services on more or less continuous perspective, i.e., once locks are 

installed in doors, home owners contribute co-producing community safety on a continuous 

basis, and once an unemployed person has invested in more skills and competences, she can 

contribute co-producing a more active job-seeking experience. In these cases, the investment 

of time and other resources results in capital goods that are used in co-production and 

consumption processes. Greater investments (i.e., more money spent in stronger locks or 

more time spent in acquiring skills and competences) may contribute to more effective co-

production and consumption. 

Whether a co-production of public services requires some investment in capital goods 

or not may be a matter of technology and process design. In taxation, for example, co-

production from the side of taxpayers and tax agencies is generally needed in contemporary 

fiscal systems. As highlighted by Alford (2002: 39-40), “It is impossible to operate a modern 

income tax system fairly and efficiently without regular work on [taxpayers'] part, 

particularly in lodging returns, reporting income and claiming deductions honestly, and 

maintaining accurate records”. Many countries often tend to make it easier for taxpayers to 

comply by simplifying the tax system and providing them with information and assistance. In 

some countries, instead, complexity of tax code and cumbersome procedures often require 

that taxpayers spend considerable time and attention to consult and understand how to 

comply. In such cases, either taxpayers are charged with additional costs (e.g., hiring 

accountants) or they need to invest time or other resources into building up knowledge for 

dealing with tax return obligations. Building tax know-how may be an up-front investment, in 

the sense that general understanding of tax code and procedures serves several yearly co-

production cycles, although frequent changes of tax regulation may require periodical 

upgrade of tax knowledge. 

Are clients willing to invest in “capital goods” for contributing to co-production of 
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public services? This question entails that motivations for co-production may differ, 

depending on whether  co-production requires “spot” contributions from the side of clients or 

more “enduring” commitment of time and other resources before performing co-production 

and consumption acts. When more “enduring” commitment of time and other resources is 

needed, then these efforts may be understood to increase the transaction costs of clients' 

participation (Verschuere et al., 2012). In general, motivation to invest in the co-production 

of public services may be plainly related to extrinsic rewards, i.e., the greater the discounted 

net benefits for clients when they become involved in co-production the more likely they will 

do so. Investment, however, is a choice that is also significantly affected by the strategic 

interaction between parties that participate to the transaction. In this sense, the scholarly 

literature on new institutional economics provides valuable insights into the conditions that 

contribute making a client invest in co-production. 

New institutional economics is a field of economics that places particular importance 

of the role of institutions in affecting behavior and economic performance (North 1991; 

Williamson 1985; Ménard 1997, 2001). The transaction cost economics approach, in 

particular (Williamson 1979, 1981), highlights that choices related to whether to engage in a 

transaction and how much to invest in relationship-specific assets depend on features of the 

transaction itself and institutional arrangements. An argument within this line of inquiry, for 

example, is that occasional transactions that require investments in relationship-specific 

assets are exposed to the threat of ex post opportunism, with the effect that parties may 

withdraw from the transaction or under-invest (Grossman and Hart 1985). Institutional 

arrangements, however, may mitigate the threat of ex post opportunism, by providing 

guarantees that one party will not take advantage of other's commitment for its own only 

benefit. Transaction that are relatively frequent and that do not require investment in 

relationship-specific assets, instead, are less likely to give rise to any threat of ex post 

opportunism. 

Features of the transaction seem relevant also in the co-production relationship 

between client and provider of public services. A client may wonder whether she should 

invest in co-production if she expects that the transaction is occasional (e.g., “Shall I invest 

time to register and learn how to order a birth certificate online, or shall I request it at the 

local branch of the General Register Office?”) and if it requires investment in specialized 

assets (e.g., “Shall I invest in stronger locks to doors, or shall I not worry about it if I expect 
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to move to another flat?”). In addition, a client may be concerned that, when entering a co-

production transaction with a public service provider, she may disclose private information 

that may be used at her disadvantage (e.g., “Will information that I provide in a self-assessed 

income declaration for bursary or any other subsidy be passed to tax agency?”). Setting issues 

of citizenry obligation and morality aside, an utilitarian perspective suggests that issues 

related to the strategic interaction between client and provider of public services should be 

taken into account for the sake of better understanding whether the former invests in the 

transaction or not. 

Following Williamson (1979, 1981), the transactions between client and provider of 

co-produced public services can be analyzed along two dimensions, namely frequency and 

investment characteristics (Figure 1). When co-production requires non specific investments, 

then the relationship between client and provider can rely on common market governance 

arrangements. Both parties understand the “spot” nature of their interaction, are not seriously 

concerned with any possibility for ex post opportunism, and may remain relatively 

uncommitted to any further interaction. When co-production requires investments that are 

more or less specific to the transaction, instead, features related to the frequency of 

interaction become relevant. Relatively occasional transactions call for trilateral governance 

arrangements, where a third independent party (e.g., an arbitrator) helps providing guarantees 

that relationship-specific investments are not exploited by the other party of the transaction 

for its own benefit. Finally, relatively recurrent transaction are associated with alternative 

forms of relational contracting, where parties come and share a mutual understanding of the 

reciprocal benefits of long-term commitments.  

 

Investment characteristics 
 

Non specific Mixed Idiosyncratic 

Occasional 
Trilateral governance 

(Neoclassical contracting) 

Bilateral governance 
Unified  

contracting 

Frequency 

Recurrent 

Market governance 
(Classical 

contracting) 

(Relational contracting) 

 
Figure 1. Williamson (1979), “Matching Governance Structures with Commercial Transactions”.  
 

This framework can help analyzing how features of the transaction between client and 

providers of public services affect investment in co-production. While non-specific 
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investments do not pose the threat of ex post opportunism, when the client is required to 

make some more or less specialized investment in the relationship then an appropriate 

governance arrangement may be needed in order to provide enough guarantees that the 

investment is not at risk. The economic literature on the so-called “hold-up problem” 

(Grossman and Hart 1985; Wiliamson 1985; Tirole 1988; Schmitz 2002; Klein 1980, 1996; 

Klein et al. 1987; Koss and Eaton 1997) largely focused on “the general business problem in 

which each party to a contract worries about being forced to accept disadvantageous terms 

later, after it has sunk an investment, or worries that its investment may be devalued by the 

actions of others” (Milgrom and Roberts 1992: 136). Solutions to the hold-up problem 

include, for example, the formation of ex ante contracts that specify penalties for breach and 

are legally (and costlessly) enforceable by a third part (Tirole 1988), the develpment of a 

mutual reliance relation (Williamson 1983), and sequential investments (De Fraja 1999; 

Smirnov and Wait 2004). 

Of course, issues that relate to frequency and specificity of investment arise for both 

the client and the provider of co-produced public services. Although possibly a relatively rare 

scenario, also public service providers may be required to invest time or other resources in 

relationship-specific assets with any particular client. In principle, universal service 

obligations or other kinds of institutional provisions may foreclose the very possibility to 

refuse co-producing services with any client. In practice, however, public service providers 

may find themselves in the position to choose how much scarce time and other resources 

allocate to different client cases, and the possibility that those cases that may require some 

investment in relationship-specific assets while the prospects of frequency of interaction are 

occasions receive relatively less attention and efforts is not so remote. It may be the case, for 

instance, of public service provider's reaction to enquiries made by potential clients who may 

be believed to withdraw from co-production efforts at a later stage, or who may require 

considerable up-front effort to create the preconditions for performing co-production acts in 

the future.  

 

4. The co-production of active labor market policies: a case study. 

Active labor market policies provide an instance of an area of public service provision 

where clients and providers typically actively engage in co-production. Active labor market 

policies (ALMPs) consist of a wide range of tools intended to improve job-related skills of 
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the unemployed, facilitate their access to the labor market, and assist the functioning of the 

labor market in general (while the so-called “passive labor market policies” generally consist 

of spending on income transfers) (Calmfors 1994; Layard et al. 1991; Martin 2000; OECD 

2003). Traditionally, public employment agencies used to be established as branches of a 

central government department, such as the Ministry of Labor, and to perform tasks related to 

the recognition of unemployment status, the disbursement of subsidies, and the inspection of 

compliance with employment rules. In contrast, ALMPs require public employment agencies 

to implement programs that are intended to increase the possibility that the unemployed may 

find a job, especially by strengthening their CVs and stimulating them to actively search for 

an occupation (King 1995; Mead 1986). 

Various works highlighted that joint efforts between the unemployed and the 

unemployment agencies are of pivotal importance for the effectiveness of ALMPs (Alford 

2002, 2009; Maijer 2011). The kind of service that is provided through ALMP – generally 

conceived as enhancing the “employability” and raising the “proactiveness” of the 

unemployed – requires that public employment agencies engage clients in such activities as 

(Martin 2000) public employment service and administration (i.e., job placement, 

administration of unemployment benefit, and referring jobseekers to available slots in labor 

market programs), labour market training (i.e., vocational and remedial training for the 

unemployed, and training for employed adults), youth measures (i.e., training and 

employment programs targeted to the young unemployed, and apprenticeship training for 

school leavers), subsidized employment (i.e., hiring subsidies, assistance to unemployed 

persons who wish to start their own business, and direct job creation for the unemployed in 

the public or nonprofit sectors), and measures for the disabled (i.e., vocational rehabilitation 

and sheltered work programs). Performing these activities generally entails that the 

unemployed are not “passive receivers” of services delivered by public employment agencies, 

but active co-producers of acts intended to increase their skills and competences.  

Once a prominent feature of labor market policies in Scandinavia, nowadays ALMPs 

have been adopted in several countries worldwide. In Italy, in 2001 the central government 

passed a reform (Legislative Decree 180/2001) that provided the devolution of competences 

on labor market policies from the central to the sub-national level and the enlargement of the 

statutory tasks of public employment agencies. Until that time, labor market policies had 

been mainly carried out by local branches of the Ministry of Labor, named Sezioni 
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Circoscrizionali per l'Impiego e il Collocamento in Agricoltura or SCICA. SCICA generally 

performed “bureaucratic” tasks related to the recognition of unemployment status, the 

disbursement of subsidies to beneficiaries, and the inspection of compliance with 

employment contracts and workplace rules, that were carried out in strict adherence to 

ministerial protocols. In accordance with EU-level policy orientations (EU Commission 

1998), instead, the 2001 reform allocated the responsibilities for designing and implementing 

ALMPs from the central to sub-national governments (especially to the provinces, that 

constituted an “intermediary” layer of government between the region and the 

municipalities).  

The implementation of the 2001 reform proceeded with different intensity and pace at 

the sub-national level across the country. In Sardinia, in 2002 a report commissioned by the 

regional government (Butera & Partners 2002) outlined a proposal for restructuring the 

employment services in the region by establishing new public employment agencies that 

would provide both the “traditional” tasks performed by the local branches of the Ministry of 

Labor and the new ALMP services. The 2002 report largely inspired the content of the 

regional labor market reform, that was provided in two subsequent legislations (Regional 

Laws 9/2003 and 20/2005). The reform included the establishment of 28 new public 

employment agencies (CSL) in the region, together with the creation of 55 special centers for 

the assistance to socially and physically disadvantaged people (Centri Servizi per 

l'Inserimento Lavorativo or CeSIL), and the set up of a new labor market information system. 

The 28 CSL were initially staffed with former SCICA employees (totaling about 180 

individuals in the region), who were asked to opt whether to move to the CSL or to be 

transferred to the regional branch office of the Minister of Labor, where they would be 

assigned to inspective activities only. As the 2002 report had shown that SCICA staff did not 

generally possess adequate skills for providing ALMP services (e.g., they generally held high 

school diplomas and had not been subjected to any training for acquiring additional 

competences in the past), the CSL were also staffed with about 270 temporary employees 

(contract-based staff) that were mainly selected among young social science graduates (about 

70% of the new hires held a degree).  

Both the provincial councilors of the Department of Labor and the managers of the 

CSL embarked in the establishment of the CSL with vigor. Rising unemployment rates 

during the 2000's made the implementation of the labor market reform a sensible political 
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issue in various areas of the region, including those in southern Sardinia and broadly 

corresponding to the jurisdictions of the CSL of Cagliari, Quartu Sant'Elena, Assemini, and 

Senorbì (where more than 95,000 people were registered in unemployment lists, over about 

485,000 residents in 2002, i.e., almost 20% of the population; Pruna, 2011). Within CSL, 

permanent employees were assigned to the “traditional” administrative routines that had been 

carried out in the SCICA, while the temporary staff were primarily devoted to ALMP 

services (i.e., reception, orientation, training, and measures for the disabled, that were 

launched in 2005, and assistance to business start-ups, counseling and job placement, that 

took off in 2007). Within this organizational arrangement, the delivery of ALMP services 

was exclusively dependent on the temporary staff that had just joined the CSL – a community 

of labor policy professionals that typically shared a similar educational background and job 

network.  

At the core of ALMP services was the reception service, that allowed professionals to 

make contact with new clients and to engage them with the appropriate ALMP program. New 

clients were generally required to take part to an induction process (so-called patto di servizio 

or “service agreement”) that included an orientation meeting (i.e., a briefing intended to 

identify the “service track” that better suited the needs of the client), a short training course, 

and assistance for CV drafting. Special “service tracks” were designed and implemented for 

the assistance of socially and physically disadvantaged people and for the unemployed who 

aimed to start-up their own business. Additionally, clients could be provided job placement 

services (so-called incontro domanda ed offerta or “demand-supply matching”) that included 

the search for training courses, internships positions, and job offers, typically in collaboration 

with local authorities and firms. 

Only gradually did ALMP services gain attention and appreciation among local 

unemployed. Originally, clients kept requiring mostly “traditional” services, especially the 

issue of unemployment status certificates, the acknowledgement of entitlement for 

unemployment benefits, and the update of unemployment status. Clients generally retained, 

instead, a rather skeptical attitude towards ALMP services and were not inclined to 

participate to the activities provided by the “service pact” (e.g., they generally dropped out of 

the induction process after a few meetings). Some clients discounted ALMP services that 

were perceived as ineffective to improve their job prospects, such as drafting of the so-called 

“skills balance sheet” (bilanci delle competenze) for identifying the needs to develop 
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competences and capabilities. Others resisted making commitments to attend orientation and 

training activities, especially when – despite the unemployment status – they also presumably 

carried out temporary jobs that were not registered. As one CLS staff member pointed out: 

 

“The unemployed who agree with the patto di servizio are expected to regularly attend 

out activities. These especially include taking part to courses where we teach them 

how to improve their skills and suggest how to more actively search for jobs. As these 

people are unemployed, in principle they should be plenty of time for attending these 

activities. In our first meetings, we agree with them about a program of activities that 

they should follow. However, when it comes to attending these activities, some of 

them start finding excuses for missing classes and appointments. Sometimes we are 

told, or we simply reasonably suspect, that they are quite busy indeed, because they 

do work, but in unregistered form.” (interview, April 2011). 

 

Various reasons were believed to induce the unemployed to work in unregistered 

form. Often the unemployed were offered jobs for relatively short term periods and without 

any prospect of renewal, a condition that made them inclined to keep their unemployment 

status rather than signing out from the unemployment lists. The firms might also offer jobs to 

the unemployed subjected to the requirement that they are not registered, because this 

(illegal) scheme allowed to save on insurance and pension contributions. The unemployed 

might prefer to keep subsidies and other unemployment benefits despite the risk of 

prosecution and penalties if any inspection would disclose their unregistered job while 

remaining on the unemployment list. Having accepted unregistered jobs, the unemployed 

were not available to invest time for taking part to the activities offered by the employment 

agencies. Also, as one CLS staff member remarked: 

 

“[The unemployed who has an unregistered job] is not willing to give up her salary, 

albeit a modest and temporary one, for attending our courses. Simply she does not 

perceive that the time spent to improve her skills will be of any usefulness to find a 

better, stable, and registered job in the future. Of course, we should also take into 

account the general conditions of our economy. With so few jobs around, the 

unemployed have little hope that investing on themselves will help improving their 
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conditions. They get whatever they are offered at the moment and they drop out from 

our courses, with little foresight.” (interview, April 2011). 

 

Over time, however, early success cases and word-of-mouth resulted in spreading 

voice of ALMP services, and an increased number of clients approached the CSL to request 

their novel services. In some occasions, the CSL seemed successful to stimulate their clients 

to adopt an “entrepreneurial” approach to job search, to improve their job-related skills, and 

to establish collaborative relationships with other unemployed in order to circulate 

information and tips about job opportunities. On the whole, however, the performance of 

ALMP services generally remained relatively dissatisfactory. Very few among the clients that 

approached the business start-ups counseling, for example, were able to implement their 

business ideas because of faulting business models, inadequate personal traits, or adverse 

business conditions. Several clients (and the same temporary staff of the CSL) resented the 

limitations of the web-based labor information system, that had been designed and 

implemented without consulting ALMP professional users and that the temporary staff could 

not access completely for editing purposes. The ALMP professionals, moreover, were not 

fully informed of initiatives carried out by the regional Department of Labor and the regional 

labor agency, including on-the-job training courses, internships, and scholarship funding, that 

were often designed without any consultation with the CSL for identifying the needs of the 

unemployed. 

While the number of clients for the ALMP services increased, the temporary staff 

intensified their efforts to codify their work practices in standard protocols and tools. As 

“new entrants” in an area of labor market services that had not been provided in the region 

until that time, they enjoyed the possibility to design organization routines and develop work 

practices for the provision of ALMP services, subjected to the practical limitations posed by 

the IT system and the resources available. While they originally tended to self-manage client 

cases in a flexible consulting style, eventually (especially after the change of terms of 

working conditions) they came to deal with clients in a rather routinized approach. Having 

agreed with the contract terms that included tracking of working hours, the temporary staff 

had became a fundamental resource for the delivery of “traditional” services, especially 

because, as part of the permanent employees were approaching retirement age, some CSL 

would be unable to guarantee daily opening hours.  
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Despite the important role that they played in the provision of labor market services, 

the temporary staff remained rather uncommitted towards the activities of the CSL. As their 

job contracts were renewed every six months and uncertainties about the availability of 

funding surrounded the continuation of employment, the ALMP professionals were generally 

inclined to seek other jobs outside the CSL, that they often carried out outside the stipulated 

working hours. Lacking any long-term employment perspective, they generally restrained 

from investing extra time and efforts in perfecting organizational routines. The CSL 

managers, together with the provincial councilor of the Department of Labor, persistently 

invoked the regional government to keep funding the renewal of temporary staffs’ contracts 

or providing them with long term job prospects. The employment condition of the ALMP 

professionals, however, was never subjected to reformulation during the whole period. 

 

5. Discussion 

What does the case of co-production of services related to ALMPs in Sardinia tell us? 

Evidence shows that, as it is typical in the co-production of such kind of employment services 

(Alford 2002, 2009), the clients were expected to invest some time in improving their skills 

and competences and therefore improving their job readiness. Issues arose, however, 

regarding the lack of willingness of some of the unemployed to take part to the activities 

offered by the unemployment agencies. Among the clients that dropped out from the 

activities of the service agreement, those that had unregistered jobs are especially relevant 

here. This particular class of clients, in fact, might well perceive that the opportunity cost of 

attending activities of the service agreement was too high (i.e., it entailed giving up salary) 

and that renegotiation of the service agreement was not a viable option because of fear of 

disclosing private information regarding the unregistered job status.  

In part, the behavior of the clients who held unregistered jobs may be understood on 

the basis of the general argument that individuals are typically reluctant “joiners” of co-

production efforts, especially if they do not have any background experience of co-

production and if they lack appropriate incentive mechanisms (Löffler et al. 2008). In part, 

their behavior may also be accounted for by a more specific argument that relates to the 

features of ALMPs. As highlighted by Alford (2002, 2009), the unemployed – especially the 

long-term ones – typically become profoundly demotivated by their experiences of failing to 

find work over time, develop a sense of hopelessness and resignation, and wish to avoid 
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further rejections from possible employers. It may be possible, therefore, that the lack of 

participation to the activities of the service agreement is related to factors and mechanisms 

that characterize any kind of call for co-production, if not any effort to bring the unemployed 

on board in co-producing ALMP services in particular. 

The behavior of the clients who held unregistered jobs, however, can also be analyzed 

through the theoretical lenses provided by the new institutional economics approach. From 

this perspective, the lack of willingness to invest time in improving their skills and 

competences may be related to the features of the transaction between the unemployed and 

the employment agency and to the characteristics of the governance arrangement. Features of 

the transaction between the unemployed and the employment agency include relatively high 

frequency of interaction (i.e., the requirement to regularly attend courses and other activities 

provided by the service agreement) and relatively specialized investment (i.e., the 

requirement to invest time in the activities specified by the unemployment agency). These 

features make the relationship between the unemployed and the employment agency fall 

within a category of transactions where parties may withdraw from the transaction or under-

invest because of the threat that the other party does not reciprocate (or even opportunistically 

exploits the transaction at own advantage).  

Within the present case, this analysis suggests a possible interpretation that the 

unemployed might withdraw or under-invest in the activities provided by the service 

agreement because of the expectation that the employment agency would not reciprocate with 

commensurable efforts in supporting job search in the future. The clients who held 

unregistered jobs, moreover, might withdraw from the service agreement because of the 

expectation that the agency could make use of privately held information concerning their 

unregistered job status, e.g., by passing it on to labor inspectors. Apart from explanations 

related to incentive mechanisms and demotivation of long-term unemployed, then, this 

analysis also suggests that issues related to perceived reciprocity between the unemployed 

and the employment agency and to the threat that the public service provider might 

opportunistically exploit the disclosure of private information are important in order to 

account for the lack of willingness of the clients to invest their time in activities that were 

required in order to co-produce more job readiness. 

The analytic framework used here also suggests that context conditions need to be 

taken greatly into account in order to explain whether and how clients are willing to invest for 
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co-production efforts. Within the present case, characteristics of the local job market – 

especially in the form of diffused unemployment and presence of micro and small firms 

willing to employ workers in unregistered form – play an important role in raising the 

opportunity cost of investing clients' time for co-producing ALMP services. The salary 

provided by the unregistered jobs provided a “best alternative to negotiated agreement” 

(Sebenius 1992; Lax and Sebenius 1985) that was unmatched by the offer to participate in the 

activities of the service agreement, if these entailed to give up their income source. Different 

context conditions, instead, could possibly affect the willingness to invest for co-producing 

ALMP services in a positive way. 

Finally, the analytic framework also suggests that the lack of clients' willingness to 

invest their time for co-producing ALMP services is also related to deficits of the governance 

arrangement. Features of the transaction (frequency and relatively specialized investment) 

imply that some kind of relational contracting is needed in order to provide the parties 

guarantees that they would not be exposed to ex post opportunism. Within the present case, 

barriers related to the “liability of newness” (Singh et al. 1986) of ALMP services initially 

hampered the development of an exchange relationship between the unemployed and the 

employment agencies. Over time only did the employment agencies overcame clients' 

skepticism and progressively gained their consideration and attention, before engaging in co-

productive efforts that occasionally resulted in job placements. However, efforts to establish a 

relational contract apparently failed in those cases where the clients held unregistered jobs 

and lacked faith that investing for co-producing ALMP service would be compensated. 

 

6. Conclusions 

In sum, this study aimed to contribute improving our understanding of the concept of 

co-production by analyzing, from a theoretical perspective rooted in new institutional 

economics, the role played by the kind of transactions that are required in order to co-produce 

public services. The analytic distinction that has been introduced here relates to the role 

played by the requirement to invest time or other resources in relationship-specific assets 

before engaging in co-production and consumption of public services on a more or less 

continuous basis. This distinction, that is reminiscent of the traditional one in economics 

between production of “capital goods” and “consumption goods”, bears some implications 

for the explanation of why clients are motivated to co-produce public services. Features 
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related to the transaction between clients and public service providers, in fact, are relevant in 

order to account for whether and how much efforts clients are willing to put into investing for 

co-producing public services at a later stage. 

The case of co-production of ALMP services suggests that, when required to invest 

their time in activities intended to improve their skills and competences, some clients – 

especially those who held unregistered jobs – withdrew from the service agreement. Features 

or the transaction suggest that the unemployed might hold the expectation that the 

employment agency would not reciprocate their efforts with commensurable energy in 

supporting job search in the future, and that the clients who held unregistered jobs might fear 

that the agency could make use of privately held information concerning their unregistered 

job status. The analysis also suggests that context conditions (especially in the form of 

diffused unemployment and presence of micro and small firms willing to employ workers in 

unregistered form) play an important role in explaining whether and how much clients are 

willing to invest for co-production efforts. Finally, the analysis also suggests that the lack of 

clients' willingness to invest their time for co-production is also related to deficits of the 

governance arrangement, especially the lack of a relational contract for reasons arguably 

related to the “liability of newness” of ALMP services initially hampered the development of 

an exchange relationship between the unemployed and the employment agencies. 

This case study bears some wider implications for both issues encountered in co-

production for employment agencies and issues related to the overall system of public 

services (Osborne, 2010). With respect to the issue of eliciting the willingness of the 

unemployed to invest their time in the activities related to ALMP services, implications relate 

to both the management of clients' perceptions, the design of the service agreement, and the 

buffering of the co-production process from adverse context conditions. First, the willingness 

of the unemployed to invest their time may be positively affected by their perceptions 

concerning the “portability” of skills and competences acquired through the courses and other 

activities related to ALMP services, i.e., whether they spend time to comply with 

requirements set to co-produce more job readiness with the employment agency, or whether 

they invest in acquiring “assets” that may be useful for job prospects more generally. Second, 

the willingness of the unemployed to invest their time may be positively affected by 

organizational features that facilitate participation to the activities related to ALMP services, 

i.e., whether they allow more or less flexibility in scheduling timetables, whether they use 
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alternative tools such as distant learning, and so on. Finally, the willingness of the 

unemployed to invest their time may be positively affected by organizational policies 

intended to align clients' behavior to the attainment of long-term policy objectives, i.e., 

targeting firms who provide irregular jobs and offering material or other kind of 

compensations to clients for giving up the irregular jobs.  

In a broader perspective, implications of this case study relate to the importance of the 

formation of relational contracts between the clients and the public service providers, 

especially when the former are required to invest time or other resources before co-producing 

and consuming public services on a more or less continuous basis. Features of the transaction 

and of the context affect the willingness of the clients to engage in the co-production effort, 

with the effect that the clients may withdraw or under-invest when they expect that the other 

party may not reciprocate the effort, opportunistically exploit specialized assets, and make 

use of disclosed information. The development of trust between clients and public service 

providers seems of paramount importance in this respect, i.e., the client needs some guarantee 

that the public service provider is fair in contributing to co-produce, is committed to make the 

client receive a service commensurate to the efforts exerted, and is not using information at 

its advantage (or at the clients' disadvantage).  

Of course, these considerations entail further issues related to citizenry obligation, 

morality, and the pursue of public policy objectives. If the development of a relational 

contract between the clients and the public service providers entails a sense of trust that the 

investment made in the relationship is not opportunistically exploited, nevertheless the public 

service provider should not – in principle – lose sight of how public value is defined within 

its contemporary political context and act contrary to established public policies in the same 

or related domains. In this respect, when experiencing clients who lack investing for co-

production for reasons related to their unregistered work status employment agencies face a 

dilemma concerning how to reconcile the objective of improving job readiness (that may 

imply to devise flexible and tolerant ways to get the unemployed with irregular job on board 

in ALMP services) and the one of fighting the black labor market (that may imply to pass 

information to labor inspector and activating prosecution and penalties towards the client). 

The building up of a relational contract between the clients and the public service providers 

for co-producing public services, therefore, goes together with important policy decisions 

concerning the very definition of the public value delivery system.  
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