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Public Value and Co-Production: Reconfiguring Service Delivery 

 

Abstract 
Public sector organizations are increasingly adopting new modes of co-production to deliver services. 
Yet little is still known about the implications of this change for how public value is understood, 
constructed and re-constructed. This paper considers how and why co-production could be a valuable 
solution to produce public services, but also highlights the challenges that public sector organizations 
face when co-production is adopted without customization. We provide a conceptualization of how co-
production types affect public sector organisations in the pursuit to deliver public value and, at the 
same time, make public services production and delivery more efficient and effective. However, we 
argue that co-production in the public sector demands for a new approach to manage and coordinate 
administrative activities. Moreover, to guarantee public value production public administrations need 
to monitor how public services are delivered in order to make co-production activities aligned with the 
overall action of the public administration. Our work contributes a) through a deeper engagement and 
conceptualization of how public sector co-production needs to be focused on public value creation and 
not on public service production processes; b) brings to focus the subtle shift needed to discuss how 
and why the adoption of co-production models that are successful in the private sector cannot be 
applied directly to public sector organisations, but instead need to be tailored to better understand the 
requirements of public value creation; and c) provides a configurational framing to help show how 
modes of production need to be balanced to create public value. 

Keywords: public value, crowdsourcing, bureaucracy, efficiency, co-production 

 

1. Introduction  

In current public management and e-government literatures crowdsourcing, and co-production 

more generally, is a key concept to describe public participation in government mediated by e-

petitioning, e-participation or e-democracy (Berry and Moss 2006; Boulos et al. 2011; Harrison 

and Sayogo 2014; Linders 2012). In this paper we analyse different forms of co-production as 

possible mechanisms that can be adopted by public organizations to increase their ability to 

produce and provide services that better match citizens' expectations. Our intention is not 

prescriptive because no singular mechanism of co-production is being promoted, and indeed 

we argue, cannot be promoted as the context will vary for each service. 

An outcome-oriented view drives most studies of co-production. Instead, we believe a more 

configurational approach might be useful to study the impact of co-production on public service 
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production and delivery. In the public sector co-production should account for specificities that 

are not common in the private sector context. The most relevant of these specificities lies in 

the public value that public sector organizations need to consider when service production and 

delivery is concerned. Our paper compares different modes of co-production that can be 

employed to deliver public services and highlights both the potential and limitations of 

innersourcing, crowdsourcing, and opensourcing in different situations. Our theoretical 

discussion highlights the key differences of co-production in the private and public sector and 

questions how different co-production modes can expand the operational capabilities needed 

by public sector organisations to increase the value they produce and deliver to citizens via 

public services.  

2. Background 

Public sector organisations have strived to find the best production configuration to optimise 

the value they create. Over the years public management studies have developed a rich set of 

theories to frame this problem and provide useful solutions. Within this debate increasing 

interest is to be found in public management literature concerning the notion of public value 

(Bannister and Connolly 2014) to help frame new approaches to public sector management 

(Bryson et al. 2014; O'Flynn 2007). These new approaches aim to respond to the questionable 

results of public management theories mainly focused on efficiency and rationalisation in 

public sector services production and delivery (Verbeeten and Speklé 2015). Public Value 

approaches to public sector management reframe public management theories shifting the 

focus from cost-efficiency to fulfilment of broader socially expected outcomes (Osborne et al. 

2013). This shift in focus reflects the struggle that public sector organisations and hence 

management face when their activities are judged by the society as a collective entity that uses, 

benefits and not least, contributes to the production of these services. 
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Public value implies a focus by public sector organizations on the fulfilment of social 

expectations of fairness, equality and other collective aspirations of citizens beyond economy, 

efficiency, and effectiveness in the action of the public administration. Public value calls for a 

shift in focus in public service production and delivery highlighting the importance of outcomes 

and processes: “what value is being added to the public sphere, by whom and how?” (Benington 

2011), and not just on the efficiency of the process per se. This call implies a profound 

transformation in public management and in public sector production and delivery. Public 

sector organisations have in fact been mostly concerned with how to increase efficiency and 

hence reduce the costs of producing what they have traditionally delivered. For such 

organizations the belief is that the only value perceived by the society of relevance is one of 

cost efficiency. Public administrations are indeed criticised not only for their production costs 

– often being referred to as inefficient - but also for what they produce and deliver i.e. the 

nature of their activities. 

To deliver what is expected by society, public administrations have to better understand what 

is socially expected and to dynamically respond to changes in social expectations. Information 

and Communication Technologies (ICTs), as a more networked world, as well as a more 

informed and aware society is changing the landscape within which public sector organisations 

produce and deliver their services and the way in which these services are valued (Linders 

2012). 

In this paper we will analyse the role of co-production in public sector services and discuss 

how co-production can help public sector organisations to produce and perform services that 

are better valued by contemporary society and therefore help public administration to more 

effectively produce public value. We conclude that public sector organizations concerned with 

public value production will shift their services’ production process into co-production models 
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that have already shown their value in the development of open source software and other 

products and services. 

We claim that co-production can help overcome many of the limitations associated with 

bureaucracy where public value creation is concerned. Co-production does indeed offer the 

operational capacity needed to produce public value when this value is produced by a dynamic, 

networked and socially more aware society. Our analysis will also highlight how, and why it 

is difficult to design co-production frameworks able to produce public value. 

This paper is structured as follows: in section 2 we introduce the notion of public value; section 

3 discusses the relationships between public value creation and bureaucracy; section 4 presents 

the main ideas of co-production; section 5 focuses on how co-production could help public 

value creation; section 6 draws out our main idea of how in order to generate public value a 

more configurational understanding of modes of production is necessary; and lastly, section 7 

concludes our chapter. 

3. Value Creation in the Public Sector 

Benington and Moore (2010) propose the strategic triangle (Figure 1) as a framework to depict 

the public value creation process. We will build on this framework to discuss how and why co-

production is more valuable than bureaucracy when public value creation is concerned. The 

strategic triangle of public value consists of three main dimensions: the Authorizing 

Environment, Operational Capacity, and Public Value Outcomes. 
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Figure 1: Strategic Triangle of Public Value Creation (Moore 1995) 

The Authorizing Environment consists of multiple stakeholders pursuing their own interests 

but also communal interests from short, medium and long-term perspectives with regards to 

their broad social and political expectations. It is the domain within which public value is 

framed. The operational capacity reflects the organisational configuration and capacity used by 

the public administration to deliver what multiple stakeholders expect both to fulfil their 

individual and communal interests. The outcome of this process, such as public services and 

regulations, are valued by the citizens on the basis of their preferences: what is framed and 

defined by the authorising environment.  

In this work we primarily focus on operational capability and then draw the link back into the 

other two key claims to show the nuanced differences of various co-production modes and how 

they can deliver (or can’t) public value effectively. Operational capability is our chosen cut 

into this reflexive framework because the literature on crowdsourcing (and other forms of co-

production) in the public sector (Brandsen and Pestoff 2006; Joshi and Moore 2004; Needham 

2008; Pestoff 2013; Pestoff et al. 2006) tends to largely concentrate in this area. We follow 

their example only to show in each case how deliberating on operational capability while 
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neglecting the other two dimensions of Moore and Benington’s framework ignores the 

overarching concern of the public sector – that of managing and delivering public value.  

3.1. Bureaucracy and Value Creation 

Historically, bureaucracy and the bureaucratic logic are the organisational configurations 

within which public sector organisations produce and deliver public sectors services 

(Kallinikos 2006; Kallinikos 2011). Bureaucracies therefore define the operational capacity of 

most public sector organisations and shape the value these organisations deliver. The reason 

why bureaucracies are chosen to coordinate the activities within public sector organization is 

because of their capacity to increase efficiency in organizational practices and procedures while 

preserving the values of equality and fairness of public sector actions. 

The operational capacity of bureaucratic organizations consists of their ability to add value to 

public services by making the action of public sector organizations more standardized and 

hence efficient and by so doing guarantee the values of impartiality, fairness, and equality in 

delivering public services. When these values are at the centre of the interests shaping the 

authorizing environments, bureaucracy produces outcomes that fulfill public value (Cordella 

and Willcocks 2012). 

The operational capacity of bureaucracy acts both as enabler and constrainer of the value 

generation processes supported by this organizational configuration. The operational capacity 

of bureaucracy is the result of the application of technical knowledge and calculation in order 

to meet efficiency needs (Kallinikos 2004). Weber (1946) identifies bureaucracies as the ideal 

response that rationalization – in this context meaning the “use of calculation to master 

phenomena and things through the domination of rules and instrumental systems” (Clegg 2007) 

– can offer to help an organization to reach its goals efficiently. 
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The historical logic underpinning the design of bureaucratic organizations, i.e. the search for 

rationalization and efficiency - is also very similar to the one that has dominated New Public 

Management (NPM). NPM in fact, like the Weberian theorization of bureaucracy, is driven by 

the goal of designing the optimal organizational setting for the efficient production and delivery 

for the public sector. Even if the two theorizations propose alternative solutions they share the 

same efficiency drivers and result in organizational configurations that have a very similar 

operational capacity. They both search for organizational configurations that optimize the 

production and delivery of public services. Both “theories” build on the assumption that value 

is closely associated with the production process and that, as in the industrial economy, 

increasing the efficiency of the production process will add value to the produced products. 

The operational capacity of bureaucracy and of NPM redesigned organizations fails to produce 

value in the contemporary landscape where value is increasingly produced by those who 

consume the produces/services rather than by those who produce them (Moore 1995; Zuboff 

and Maxmin 2002). When the value of products and services is not produced inside the 

organization but defined and shaped by those who use and consume the products it is clear that 

the search for optimal internal organizational solutions simply by rationalizing the production 

process would make for a useless endeavour. 

Alternative solutions are needed to help public and private sector organizations to acquire the 

operational capacity needed to better generate value when they are no longer in control of the 

processes that generate value. Co-production is an emerging production paradigm that accounts 

for the need of involving those who produce value by consuming the products into the 

production process. In this paper we discuss how public sector organizations concerned with 

public value production can learn from co-production experiences in the private sector that 

have helped to increase the value generated in situations where the internal rationalization of 
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the production processes has no major effects on the value generating processes of the 

product/service. 

4. Bureaucracy and Public Value 

Bureaucracies are organisational arrangements designed to increase the efficiency of 

organizational practices and procedures. It is therefore not surprising that the bureaucratic 

logic, as the main driver for organizing of public sector bodies, has a very long tradition and 

roots in history. Graeber (2015) found the first example of bureaucratic rationalisation in the 

organisation of the postal system of the Holy Roman Empire. The highly rationalized and 

standardized procedures of the Roman postal system, which allocated each worker to a fixed 

task in order to guarantee an efficient service is indeed one of the first examples of bureaucratic 

order in the organisation of public offices (Graeber 2015). Two thousand years after the first 

adoption of the bureaucratic logic in public sector organisations Weber’s theorisation of 

bureaucracy (Weber 1946) provides a scientific foundation to the design of bureaucratic 

organisation applying technical knowledge to predict and plan each aspect of the organisation’s 

procedures and hence increase its’ performance. Weber’s approach to bureaucratic 

rationalisation takes a very similar approach to Taylor's theorisation of the organisation of 

industrial production processes (Taylor 1911). Weber and Taylor share the view that the 

application of technical knowledge to rationalise administrative and production processes will 

provide the operational capacity needed to increase the value generated by every organisation. 

They both propose technical based approaches to the analysis and redesign of organisational 

processes. Accordingly, a standardised and hence technically structured work-flow would add 

value by increasing operational efficiency of the production and administrative processes. 

Following this prescription managerial theories were developed to offer solutions to help public 

and private organisations to increase their efficiency and hence to reduce the costs of 

production (and accordingly increase profits). 
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In the context of public sector organisations, the search for administrative efficiency has made 

operational capacity of paramount importance not only to better deliver services but also to 

respond to the challenges imposed by budget and investment cuts. To fulfil these needs public 

sector organisations have increasingly relied on managerial approaches typical of private 

organizations as structured in NPM frameworks (Cordella and Bonina 2012; Hood 1991). As 

in the case of technical rationalisation NPM deals with the problem of organisational 

performances by looking at the mechanisms used to coordinate work-flow activities and by 

designing a set of solutions aimed at leveraging operational efficiency and effectiveness of 

organisational performances – such as six-sigma and BPR (business process reengineering).  

From Weber's theorisation of bureaucracy to the more modern models of public management 

(Dunleavy et al. 2006; Hood and Lodge 2006; Osborne and Gaebler 1992; Osborne and Plastrik 

1997) scholars have always considered value generation processes the pillar of public 

administration of an organisation. Accordingly they have focused on the search for optimal 

organisational designs to increase the value produced by public administrations. 

Many public sector services cannot however be produced without the inputs and contributions 

of external agents, not least citizens. Air pollution provides us with a neat and simple example 

to make our point. Public sector agencies monitor, design, and enforce policies to reduce air 

pollution to provide a better and healthier environment for citizens. It is certainly important to 

increase the efficiency and effectiveness of administrative procedures undertaken to achieve 

these goals. However, the value of these policies is not solely shaped by the efficiency of the 

administrative procedure governing the policies but rather by the actions that citizens put in 

place to fulfil the goals of the policy. So it takes both the individual and collective contributions 

to reduce pollution 

There are indeed many situations where citizens do not consume public services produced by 

their public administration as depicted in the citizens-custom rhetoric. Very often citizens co-
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produce public services and hence contribute to the value creation process delivered by these 

services over and above any action of a public sector office. Efficient health care systems 

require citizens not to abuse the access to health care services: if every citizen goes to Accident 

and Emergency (A&E) when not needed the system will be overloaded and none of the patients 

needing care will be able to receive it; ultimately reducing the effectiveness of the service. A 

better use of existing resources needs to handle any overwhelming demand for the system with 

a reasoned and careful approach by citizens. Such an approach by citizens will go much farther 

to use the system efficiently than any rationalization of the production model by the public 

sector. At a more macro level, it is reasonable to argue that without the input of citizens it is 

impossible for governments to design and implement public policies that aim to fulfil public 

expectations and generate public value (Bovaird 2007). 

The concept of public value explains why the operational capacity offered by technical 

approaches to administrative rationalization, which still drive much of public management 

theories and models, often fails to add value to public service production and delivery. These 

models in fact assume that value is produced within the organization and not by those who 

consume the services produced by the administration.   

4.1. Public Value: Beyond Bureaucracy 

Citizens are not mere customers of public administration; they evaluate public services and 

goods not only according to the benefits they receive as individuals, but also according to the 

value these services generate for society at large (Bovaird and Loeffler 2012; Cordella and 

Bonina 2012; O'Flynn 2007). Citizens not only value the public services they use and benefit 

from individually but also place real value on public services that help to fulfil their personal 

social expectations and visions. Similarly, they do not simply contribute to the production of 

services they value and consume but also to services they do not consume or value (for the 

most part). What makes things yet more interesting is that citizens may inadvertently facilitate 
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the collective value production. For instance an individual can choose to cycle or walk to work 

to keep herself fit, however by doing so she is at the same time reducing pollution. 

Environmental ideas may not be a strong value incentive for her decision yet she is able to 

appreciate that she creates public value indirectly.  

The challenge of public sector organizations is not simply to deliver the services citizens want 

and need in order to fulfil their individual needs (in Hobbes’ terms feeding the wolf’s needs) 

but rather it is twofold. They must do the former while providing the social and economic 

environment that citizens want and need to achieve both their individual and social 

expectations and aspirations. Public management’s focus on efficiency and rationalisation is 

driven by the assumption that citizens need more scarce resources and hence the search for a 

better production process that will be able to deliver as much as possible to as many as possible. 

This approach to public sector management clearly segments those who produce - public 

agencies - from those whom consume services: citizens. On the contrary, a public value 

approach to public sector management would necessitate the design of organisations that have 

the operational capacity needed to satisfy the collective vision and which do not necessarily 

overlap with individual consumption of the services. 

This difference can be described with a simple example. Citizens value ambulance services 

even if they do not need to use the service. Citizens are willing to pay to have the services 

available not only to individually benefit from them but also to provide access to the services 

to all those who might need ambulances. Citizens pay for many services that they do not benefit 

from immediately or even in the near future but are, in many cases, happy to do so because 

they do not place value solely on their individual access to the service but rather to its social 

availability. Governments, to fulfil these expectations have to take a different approach to 

public service management and find suitable operational capacity needed to produce as much 



Cordella, A., Paletti, A., & Shaikh, M. (2017). Public Value and Co-Production: Reconfiguring Service 
Delivery. In Academy of Management Proceedings  

 

12 
 

value as possible in an environment where they do not have control over the resources needed 

to frame value and produce it. 

The bureaucratic organization and all the managerial approaches to public management and 

value creation that focus on the standalone value creation process and on its technical efficiency 

fail to generate and deliver public value which is the outcome of collective actions and inputs. 

To produce and deliver public value is not easy because it requires an operational capacity able 

to deliver outcomes that match the expectations of a multitude of individuals. These 

expectations also change over time (Alford and Hughes 2008; Cordella and Bonina 2012). For 

example after the accident at the Fukushima nuclear plant a radical change in the public opinion 

of Japan and Germany made former nuclear policies employed by governments to frame their 

actions obsolete where only a few years before the tragic event there was uncontroversial 

support by the public (Huenteler et al. 2012). This is the reason why it is difficult to provide 

services that fulfil public value since this value changes over time and is shaped by many goals 

and expectations that may even be conflictual. For example, many people value public services 

but most of them do not appreciate contributing with taxation for their provision.    

To solve this issue and produce public services that are able to fulfil public value it becomes 

necessary to elaborate an alternative approach to public management than the one implicit in 

the bureaucratic model, NMP and all their ramifications. The latter models, as argued by Zuboff  

and Maxmin (2002) do not provide the operational capacity needed to produce services that 

meet the needs of people. These organizational models fail to provide the operational capacity 

needed to collect the inputs necessary to create products and services that support and enable 

clients and citizens to reach their particular aspirations and goals. Organisations that aim to 

fulfil the requirements of customers and citizens will need to reconsider the value-making 

proposition and become more open to alternative production models, based on co-production 

and crowdsourcing platforms that allow production and delivery of customer expectations. 
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Co-production would help to meet the needs of changing public values and offer more effective 

and efficient public services (Joshi and Moore 2004; Vamstad 2012; Verschuere et al. 2012). 

Although co-production was theorized more than a decade ago (Ostrom 1996), the failure of 

the dominant theories of public management and the introduction of ICT technologies make 

co-production today a more valid and easy alternative to deliver public services and goods 

(Bovaird 2007; Meijer 2011). 

In the following sections, we explain how co-production can better align public services with 

current Public Value ideas and how ICTs are enabling citizens to deploy co-production on a 

large scale (Bovaird 2007) while, at the same time, challenging the old model of Public 

Administration that still considers them simply as passive consumers (Barzelay 2001). 

5. Co-Production: New Modes of Value Creation 

The growing relevance of co-production can be traced to a company’s inability to clearly 

identify the needs and expectations of customers. Part of this growth in recent years can be 

explained by the rise of a globalised economy where the Internet has generated multiple and 

fast changing needs and ideas that have made old marketing logics somewhat anachronistic 

(Zuboff and Maxmin 2002). Since corporations are unable to anticipate what customers really 

want, they have instead started to provide basic services, standards and infrastructure that 

customers can then configure and use to develop their own services and products (Prahalad and 

Ramaswamy 2000; Vargo and Lusch 2004). Google for example provides its maps as a 

platform available to various customers that create the service and products they need. An 

example of a company building on top of Google Maps is Uber.  Uber has built its’ business 

on Google Maps by developing a service that Google had not considered viable to build in-

house. Co-production allows the combination of dispersed knowledge that is hidden in the 

crowd of users to build new products and services (Vargo and Lusch 2004) that better satisfy 

customers. A direct consequence of co-production is the increase in satisfaction and customer 
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loyalty which generates competitive advantage for the company concerned (Barrutia and 

Echebarria 2012; Chathoth et al. 2013; Grissemann and Stokburger-Sauer 2012). 

Drawing on the seminal definition by Ostrom (1996) co-production is “the process through 

which inputs used to produce a good or service are contributed by individuals who are not “in” 

the same organization” (p1073). Understood in this manner it is clear that crowdsourcing is 

one way to operationalize co-production. Borrowing from one of the earliest theorizations of 

crowdsourcing, we draw on Afuah and Tucci’s (2012) interpretation (Howe 2006; Howe 2008; 

Jeppesen and Lakhani 2010) to define crowdsourcing as “the act of outsourcing a task to a 

“crowd,” rather than to a designated “agent” (an organization, informal or formal team, or 

individual), such as a contractor, in the form of an open call” (p355). Though more often 

understood in a private setting there is growing visibility of crowdsourcing practices being 

implemented by governments around the world (Bovaird 2007; Brandsen and Pestoff 2006; 

Brudney and England 1983; Riccucci et al. 2015).  

Governments to date have been understood to both need and want to control and manage 

crowds (Wexler 2011). It could be argued that the growing interest in crowdsourcing and other 

forms of co-production are yet another form of crowd control. But perhaps this does not explain 

the entire reality. There is an acknowledged need for cutting back costs in government, and co-

production is being viewed as a potential solution. Returning to the strategic triangle 

(Benington and Moore 2010; Moore 1995) co-production would be brought to the public sector 

to improve operational capacity. However, this desire to adopt co-production as a way to cut 

costs by the government is not a new phenomenon – we found that it was mentioned as early 

as 1981 (and this was probably not even the first mention) – a time when co-production was 

not a phrase that carried the positive connotations it holds today (Wilson 1981), but at the same 

time the ability to increase operational capacity is not direct or inevitable. It sounds attractive 

to be able to outsource both the problem definition and problem solution to your customers, in 
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this case, citizens (Bovaird 2007; Jakobsen 2012; Meijer 2011). In practice however both the 

private and public sector have faced challenges with their engagement with co-production 

models (Bouras et al. 2014; Fitzgerald et al. 2011; Sieber and Johnson forthcoming).  

The debate between Bloodgood (2013) and Afuah and Tucci (2013) is valuable because its 

draws together the issue of co-production with value creation. As Bloodgood points out 

crowdsourcing does indeed need to stress the value creation elements but this becomes less of 

a concern in scenarios where the risk of imitation does not lead to serious and adverse 

consequences. Public sector organizations might vie with each other for resources but their 

goal is seldom profit-orientated. This could well lay the groundwork to crowdsource as an 

option over and beyond internal creation of value or the option to outsource it to a third-party 

supplier (Afuah and Tucci 2012). And value creation and the ability to capture it, are key parts 

of any business model including that of public sector services production. In the private sector 

value creation implies that the value created should be more than that used by the resources to 

create the good/service (Baden-Fuller and Haefliger 2013; McNamara et al. 2013; Ye and 

Kankanhalli 2013) and value capture usually refers to harnessing the largest portion possible 

of the wealth and return from the deployment of your resources (Bowman and Ambrosini 2000; 

McNamara et al. 2013; Morgan and Finnegan 2014). Somewhat dissimilar in public sector 

organizations public value capture takes on a different role and significance, as does public 

value creation. Any “business model” that is employed in the public sector needs a much 

broader focus than private companies. Drilling down to the most basic idea, private companies 

work to increase their profit margin, and whether they execute this through a strategic 

advantage or some other mechanism, the end game is the same – increased profit. The idea of 

public value creation is more complex than that. To make sense of this idea it becomes 

necessary to step back from the premise of a supply or production of a service/good. In order 

to arrive at this point public sector organizations need to have made some complicated 
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decisions about how the process of co-production will help, whom it will help, but most 

importantly, will it marginalize any group of society or have other implications on other 

policies being implemented. Social and public value, seen as a collective is not a direct concern 

for private companies but is for the public sector.  As Jackson (2001) explains, “The 

performance of the public sector is not only judged in terms of efficiency – in particular the 

narrow concept of cost. Many public services were also judged in terms of their contribution 

to achievement of equity – who receives the services and in what quantity and with what effect 

upon the distribution of incomes (welfare)” (p14). 

The private sector has appropriated multiple co-production strategies that are aimed to increase 

their operational capabilities. Governance and hence operational capability in the private sector 

is concerned mainly with two issues, firstly, the search for the best coordination mechanism 

needed to solve a problem, and secondly, seeking help on better identifying what the problem 

is. Each different model of co-production entails a specific operational capability – which 

derives from the governance model - with some imposing a more authoritarian style of 

management while others are closer to a democratic and open style. The criteria of comparison 

between different models of co-production are coordination and communication channels, 

incentives schemes embedded into the system and property rights related to what is produced 

(Felin and Zenger 2014). Co-production with authoritarian governance models –innersourcing 

- are usually the ones that are turned inwards within an organization to reach ideas and feedback 

that were not possible with old structures and practices (Gaughan et al. 2007; Lindman et al. 

2008). The organization in question is focused on internal use and creation of ideas from its 

own employees. Private sector companies such as Nokia and others have explored such 

techniques to some advantage. There is greater control over the ideas created as they are always 

clearly owned by the company employing the creator, and the coordination of work can be 

managed in detail as the employees are bound to the company by contract. The incentives 
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involved are often promotion or greater control over your own projects that are offered to the 

creator. However, the extent of ideas and variation in solutions possible is limited with such an 

approach.  

More complex yet undeniably productive models of production include open structures of 

control and management such as crowdsourcing, open-sourcing and plumbing user 

communities for ideas and solutions. In the private sector organizations would decide on a 

particular technique based on how complex the problem is that they want a solution for, and 

how deeply hidden the information is that could help solve the problem (Felin and Zenger 

2014). Crowdsourcing (Afuah and Tucci 2012; Boudreau 2012; Boudreau and Lakhani 2013; 

Howe 2006) as a model works best when the problem can be broken down into simple modules 

so as to ensure that the hidden knowledge can be found in an accessible manner. For instance 

Amazon Turk is a straightforward way to access developers with the necessary knowledge to 

solve a problem. Only highly modular pieces of software are usually sourced through this 

method. In this scenario the problem is already clear and it is sourcing the solution (and the 

best mechanism to coordinate the process).  

Open-sourcing (Agerfalk and Fitzgerald 2008; Morgan and Finnegan 2014) and working with 

user communities (Lakhani and von Hippel 2003; von Hippel 2001) would be an effective 

approach if both the problem is complex so that it is difficult to break down into simple parts, 

and when the knowledge needed to solve it is too hidden in the crowd (thus making it difficult 

to source directly). There are multiple examples of the private sector indulging in such 

practices. One of the oldest and now quite seminal examples in the field of open innovation is 

that of Proctor & Gamble’s ‘Connect and Develop’ scheme (Sakkab 2002). In this example the 

problem was unclear and thus the solution was more hidden in the crowd than usual. Customers 

(both current and future) were considered to be in a better place to identify their own problems 

that they wanted resolved. P&G then chose the solutions (and their problems) that they were 
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keen to develop usually on the basis, not of public value, but where monetary value was more 

assured and greater.  

Studies of public sector organizations that engage with co-production and its various forms 

such as open-sourcing (Fishenden and Thompson 2013; Hamel and Schweik 2009; van Loon 

and Toshkov 2015) or crowdsourcing (Needham 2008; Pestoff 2013) are insightful about the 

challenges of such mechanisms of public participation yet few discuss the implications that  

different forms of co-production have in relation to public value. We argue that the distinctive 

nature of public value creation requires a deeper analysis that has not been engaged with in 

mainstream literature on crowdsourcing and co-production because the latter studies are mostly 

based in the private sector. This discussion is important and needs to be addressed to make co-

production a more effective possibility for public sector use. Co-production, or its related term, 

participation has been argued by some to be a possible approach to building value within a 

society (Jackson 2001). Adopting an economic perspective Jackson (2001) shows how the 

understanding of what is entailed by the architecture of the public sector needs expansion to 

include ideas promulgated by Sah and Stiglitz (1986). Improved public sector architecture 

needs to include distributed decision-making authority but at the same time, there must be 

proper incentives built into the system to use distributed information to make better decisions. 

Without the proper incentives for public sector officials to make better use of the information 

available the ability to make a decision becomes less effective. And these decisions also need 

to deliver value, but as we argue above and is reiterated by Jackson (2001) value is more than 

just a reduction of costs, in the public sector especially, it entails benefits that are equitably 

managed and accessible. The governance structure that would support co-production and where 

such decision-making authority can be distributed and value can be created is potentially a 

platform (Baldwin and Woodard 2009; Fishenden and Thompson 2013; Kim and Shin 2016).  
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Platforms offer a virtual space to renegotiate authority, encourage participation, seek advice 

and feedback, and provide an accessible environment for (at least) two-way communication in 

an ongoing and dynamic manner (Ceccagnoli et al. 2012; O'Reilly 2010; Thomas et al. 2014). 

Platforms need to be governed but the strategy for governance that is adopted will affect access 

and control that is possible for all the other users, be they citizens or public officials. The value 

created in such environments is also in turn affected by the operational capability which is 

embedded in the governance model. Who is able to create value, and who can then access it 

needs to be adjusted in a public sector setting. Ideally the platform would be built upon open 

standards, with an equally open governance model. Yet the latter especially is not always the 

most effective manner to govern or to even ensure equity in rights and benefits. This touches 

on arguments about transparency and accountability in the public sector (Harrison and Sayogo 

2014). Key issues both, but not the core argument in this paper because here we are more 

interested in the equity of decisions by the public sector where the idea of value is made more 

complex through the addition of ‘benefits’.  

Value dynamics in a platform are a very intriguing area of research, especially in the private 

sector where the emergence of ecosystems and a critical mass of participants makes following 

the value trail impossible, and even unpredictable. A slight variation in the business model of 

an individual player can produce an unplanned ripple effect for the entire ecosystem (Johnson 

and Foss 2015; Morgan and Finnegan 2014; Ye and Kankanhalli 2013). Scaling up from this 

idea to the entire citizens of a country helps to take a less than rosy perspective on adopting 

technological platforms without due consideration. Value generated on a government platform 

would probably favour the technically savvy, marginalize those uncomfortable using 

technology or who have little access (to mention only a few examples) and probably not reach 

the potential a platform can provide of fair and equitable access and use. Particular strategies 

of co-production that leverage a platform like crowdsourcing and opensourcing while targeting 
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a more inclusive audience would still only go so far as to remove inequalities in both policies 

and benefits generated.  

There is a yet more dubious role hinted about co-production adoption by governments around 

the world. Proactively adopting the crowd as co-producers can at the same time serve another 

vital purpose for governments, control, and acceptance (parallels in the private sector would be 

buy-in to a product/service through ownership models) and a reestablishment of the position 

of the elite (Jackson 2001; Wexler 2011).  

5.1. Co-Production in the Public sector: A New Value Generating Proposition    

Each mode of production enables different operational capabilities that affect the process of 

service production in the public sector and the value that these services deliver. An analysis of 

the operational capability underpinning each mode of production is very relevant to our 

discussion because it impacts the different modes of production and their ability to be perceived 

to be creating public value. Operational capability is thus a pillar of public value production 

(Moore, 1995) (see Figure 1). 

We discuss the impact that different modes of production have on public value creation through 

an analysis of operational capability and the latter’s four dimensions, ie finance, staff, skills 

and technology (Benington and Moore 2010). These criteria allow us to explain distinct modes 

of production in finer detail thus making their differences and overlap more usefully visible 

(see Table 1). Taking two different modes of production – bureaucracy and crowdsourcing – 

we will explain how their operational capabilities differ.  

Table 1: Operational Capability of Different Modes of Production 

 
MODE OF 
PRODUCTION 

OPERATIONAL RESOURCES  

Finance Staff Skills Technology Example 

Bureaucracy Resources are 
defined and 
limited by law 
and 

Given: 
employees 

Defined by the 
roles of 
bureaucratic 

Supporting or 
automating 
existing 
procedures 

Passport 
issuance 
procedure that 
is built on 



Cordella, A., Paletti, A., & Shaikh, M. (2017). Public Value and Co-Production: Reconfiguring Service 
Delivery. In Academy of Management Proceedings  

 

21 
 

specifically 
allocated by 
administrative 
procedures 

recruitment 
(standardised) 

rules, 
standards and 
protocols  

Innersourcing Sharing 
financial 
resources 
according to 
the 
limitations of  
law and of 
administrative 
boundaries 

Given: 
employees 
but enlarged 
to those 
working under 
other 
authority in 
the same 
administration 

Defined by the 
roles of 
bureaucratic 
recruitment 
but spanning 
beyond the 
boundaries of 
the single 
organisation 

Supporting cross 
organisational 
collaboration  

Government-
wide campaign 
to pool 
expertise of 
internal 
software 
developers to 
build 
integrated 
systems 

Crowdsourcing Undefined 
sources 
complements 
the limited 
finance 
provided by 
law 

Undefined: all 
those who 
respond to 
the call 

Undefined Open: aiming at 
reaching the most 
distributed 
contributors 

Recycle waste 
collection by 
the local 
council 
expects 
citizens to 
separate 
waste before 
collection 

Opensourcing Heterogeneity 
with multiple 
and mixed 
provenance 

Undefined: all 
those who 
respond to 
the call 

Defined by the 
nature of the 
outsourced 
task 

Open: aimed at 
providing the best 
definition of the 
problem and 
sourcing of 
solutions for it 

Car-pooling 
schemes 
encouraged by 
the 
government to 
cut carbon 
emissions 

 

Bureaucratic production is usually financed by local and central government budgets where 

each of the administrative parts has a clear cost structure. Such production is accomplished by 

internal employees and these employees were hired based on specific skills that they all had to 

prove they had before being employed. Any technology adopted for such production is usually 

focused on making current procedures more efficient.  

A typical example is the procedure to issue citizens with a passport. A passport is produced 

according to clear guidelines and regulations outlined by the government and is financed by 

the citizen through payment of a fee. Internal employees that have been vetted before 

employment for necessary skills follow procedures to provide the service. The technology 

appropriated to create the passport is both efficient and cost-effective (such as an online service 

for citizens to make passport applications).  



Cordella, A., Paletti, A., & Shaikh, M. (2017). Public Value and Co-Production: Reconfiguring Service 
Delivery. In Academy of Management Proceedings  

 

22 
 

Crowdsourcing offers an interesting alternative. Government funding cutbacks, a greater desire 

for efficient use of slim resources, and the growing need to govern in a more dynamic 

environment has brought crowdsourcing into serious focus for local and central governments 

around the world. Many public services to be effective need operational resources that are 

outside any public organization. Therefore, internal operational resources are organized in 

order to facilitate collaboration with external actors. Such services and the collaboration 

process itself are partially financed and staffed by internal resources but importantly, the rest 

of the necessary means of production are sourced from individuals outside of the organization. 

Technology is harnessed to build the means of collaboration and then the filtering of solutions 

offered by individuals external to the organization.  

A good example to explain this production type would be the collection of recycled waste by 

local councils. There are limited resources in the local council to sift through the rubbish of 

each household. However, if waste separation (of different recyclable types and non-

recyclables) is carried out with the help of individuals living in each household then the 

collection and recycling in general becomes more feasible. Technology facilitates the 

contributions from the crowd awarding who recycles more and helping managers to understand 

which areas of the city are less cooperative. 

 

6. Co-Production, Bureaucracy and Public Value: So, do they add up? 

Having discussed (in Section 4) the importance of governance structures to shape co-

production processes and the value they generate we now turn our attention to how such newer 

production models could be adopted by the public sector and the challenges accompanying this 

adoption. We are agreed that co-production could be used to produce more value in private 

sector production processes (Payne et al. 2008; Vargo et al. 2008), but public sector 
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organizations have to be careful when embracing co-production especially when public value 

creation is concerned. As already discussed public value creation embraces conflicting values 

that are not maximised following traditional value generation processes (Cordella and Bonina 

2012; Cordella and Willcocks 2010). Public administrations have to offer public services that 

are not always sustainable according to the business logic based on revenue maximisation but 

that are perfectly on track with broader socio-economical goals reflected in public value ideas 

(Rainey et al. 1976). For example, when a Public Administration decides to open a school in a 

remote village with very few kids it might act against the principles of cost efficiency. 

However, this decision can be perfectly in line with shared public value which makes it socially 

expected that every child will have access to public education no matter the cost of providing 

the service.  

When co-production is considered in public service production and provision it is public value 

creation and not cost efficiency that becomes the chosen benchmark. The State has to offer 

many services to all citizens in its territory independent of the volume of the demand, the cost 

of the provision, and the value that individual citizens associate with the service. Services have 

to be made available in a manner that guarantees equal and fair access to them. Since different 

configurations in the production and delivery processes can affect the way in which these 

services are accessed and consumed by citizens (Cordella 2007) the co-production model 

chosen to deliver these services needs to be thought-through to ensure that the expected values 

are embedded within the service.  

As discussed, co-production can be mediated by innersourcing, crowdsourcing, and 

opensourcing (see Table 2). Each of these modes of production has a specific impact on the 

value generated in public sector co-production. These values have to be benchmarked against 

the broader impact on public value creation and not simply or only against the cost efficiency 

of the production process. Innersourcing models guide us on how to better produce and deliver 
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existing services. In this case value is generated by increasing efficiency and effectiveness of 

the production process. The adoption of these models in the public sector would follow the 

same logic and root as the bureaucratic rationalisation and/or NPM and unfolds in joined-up 

government initiatives. These structures presuppose that the problem is known and that co-

production can help to find better solutions on how to solve the given (known) problem. The 

focus is on process rationalisation rather than public value creation. 

The potentially more open governance structures of crowdsourcing and opensourcing enable 

operational capabilities that can help public sector organisations to better internalise social 

expectations and to produce services that actually deliver public value. Crowdsourcing is very 

useful to support public service organisations to exploit resources available in the society to 

deliver services that could not be delivered without the support of citizens. When public 

administration is able to control how social services are consumed this affects the creation of 

social value and such a phenomenon is referred to as public value crowdsourcing. Both the 

cases of pollution and access to health care services we have discussed provide good examples 

of public value crowdsourcing. Public administration has control over the provision of the 

service, but the citizens using it define the value the service will generate for society. This is 

why we can refer to such cases as one of public value crowdsourcing. Opensourcing in public 

value creation instead refers to all those cases where governments and public administrations 

have to rely on citizens’ input to frame policies that might be needed to build buy-in to 

crowdsourcing or more traditional value production processes. 

Table 2: Co-Production: Private Sector vs Public Value 

PERSPECTIVE 

 Private sector 
Aim to reach maximum 

efficiency 

Public Value 
Aim to satisfy collective expectations 
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Innersourcing Co-production is a tool to optimize 
single production processes 
 
 

Public value is generated when a more 
efficient production process for a service 
does not negatively impacts other services 
and the broader public value generated by 
the public administration  

Crowdsourcing Co-production is used to exploit 
dispersed resources and 
knowledge in order to have more 
efficient and effective production 
of goods and services. 
 
The company is in control of the 
production process. The “crowd” 
reduces the cost of production. 
 

Co-production is used to allow citizens to 
alleviate common problems or deliver 
better services according to citizens’ 
aspirations. 
 
Crowdsourcing produces services that are 
wanted and needed by citizens but that 
public administration cannot produce or 
serve without the support of citizens. The 
public administration is in control of the 
production process. 

Opensourcing Co-production is used to source the 
production process because the 
company does not have the 
knowledge and competences to 
control it.  

Co-production is used to find the best 
solution and ideas to create or implement 
services that match current expectations.  
 
Since the production process cannot be 
controlled, public administration governs it 
to guarantee that the value that is produced 
does not negatively affect other sources of 
public value. 

 

Moreover, when public administrations rely on co-production to support public value creation 

they do not solely consider the value that the co-production process is adding to the production 

of the single service but also the potential effects that the service might have on other services 

or values (Cordella and Willcocks 2012). This further complicates public value and makes it 

yet more distinct with regard to value creation in a private sector business model idea.  

Public value is affected by two dimensions: the value generated by individual services and the 

value generated by the aggregation of services offered by the public administration. Public 

administration, as discussed earlier, provides many different services: health care, education, 

social security, environmental protection, and so forth. Each service provides value for its 

contribution to the achievement of individual and social expectations. All the different services 

contribute to a wider fulfilment of individual and social expectations which ultimately define 

the overall public value generated by the action of the public administration when the 

aggregated services are consumed and hence valued by citizens (see Figure 2). 
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Figure 2: Service Value and Public Value 

Therefore, the main challenge for the public administration oriented to public value creation, 

is to find the ‘right’ public value creation configuration that will optimise both the value 

generated by individual services and the value generated by an aggregation of services. Where 

co-production is concerned public sector organisations should balance the value co-production 

adds to the individual service and the impact that the choice of co-production in one domain of 

public service production has on the aggregate pubic value delivered by the overall public 

administration. No mean task by any means (Savoldelli et al. 2013).  

For example, allowing citizens to patrol their neighbourhood and intervene to secure it might 

be particularly convenient because it increases the level of social security and reduces the cost 

of the service for the society. It adds to the value produced by the individual service. However, 

crowdsourcing the policing service would undermine the monopoly of the force that is a 

foundation of democracy. The public value framework suggests that in this case co-production 

is not the most valuable solution because it will increase the value delivered by one service 

(more effective social security) while at the same time reducing the aggregate value of the 
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action of the public administration (which relates to legal and democratic implications that have 

to be considered when public value creation is concerned). 

Co-production does not produce public value per se, but only in aggregation with other public 

services. To add to the complexity the value produced by individual services must be balanced 

with other values expected by citizens and the society more in general. Returning to our 

example, citizens can help the police monitor the neighbourhood, provide information and 

advice but cannot interfere with an enforcement of the law. In this case co-production supports 

a more bureaucratic model of law enforcement and, in so doing, adds value without 

undermining the value generated by the expectation that only the state and hence police can 

exercise coercive enforcement of the law. 

Public sector organisations need to consider the value added by the different operational 

capabilities and find the right configuration to optimise public value creation. From a public 

value perspective, the operational capability of co-production should be assessed in 

conjunction with other organisational capabilities so as to find the optimal configuration to 

deliver public value. 

Consequently, the choice of co-producing public services needs to be made according to the 

public value creation framework and not by following the private sector rationale that would 

drive the configuration of services. Co-production can indeed be a valuable solution to involve 

citizens in the production and provision of public services and hence to better account for the 

public value they contribute. The possibility of citizens to co-produce public services would 

allow for a more effective account of social aspirations and expectations and therefore the 

production and delivery of services that are more valuable because they deliver effective public 

value. 
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Figure 3: Operational Capability: Balancing Modes of Production 

Different operational capabilities are needed to pursue public value. Public sector organisations 

oriented to public value creation should not focus only on the operational capability needed to 

produce individual services but also on how to maintain a configuration of different operational 

capabilities that are able to coordinate production and co-production mechanisms so as to 

generate public value (see Figure 3). Public value generation requires the management of a 

dynamic configuration of public service production processes and is the result of operational 

capability being conceived as a configuration of modes of value generation processes and not 

as the sum of independent service production processes. 

In the context of the public sector, the model of co-production has even more importance since 

it will not only need to guarantee the fulfilment of public value but also deliver efficient and 

effective services. Co-production in the public sector demands for a new level of intervention 

and control by the public administration and the state (Linders 2012; O'Reilly 2011). Public 

administrations need to set and provide standards and regulations, frame channels of 
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collaboration, and sponsor and mobilize the resources to facilitate co-production (Boulos et al. 

2011; Fishenden and Thompson 2013). In addition, it would be necessary to monitor how 

public services are delivered in order to make co-production activities aligned to the overall 

action of the public administration. This calls for new responsibilities and tasks to be 

undertaken by public administrations that aim at building and providing support to public sector 

services being co-produced and crowdsourced (Boudreau 2005; O'Reilly 2011) and is 

necessary to avoid a distorted utilization of co-production.  

7. Conclusion 

In this paper we explained all three concepts of co-production, bureaucracy and public value. 

But the contribution of our work is not an explanation, rather it is the relationship we build 

between these ideas to indicate their shifting nature and need in relation to public sector 

organizations. Value, as we showed above, is more a private sector concern but public value is 

a more complex phenomenon that needs to be weighed up individually but very importantly in 

aggregation. Seldom is the idea of public value aggregation raised in a cogent manner and yet 

it is a necessary way to understand how services need to be delivered by the public sector.  

Drawing on Moore’s triangle of public value creation we focused on operational capability 

because it is a key part of service delivery at the production level. We related operational 

capability to new forms of co-production that have been employed by the private sector quite 

effectively to help us see their potential value if and when used in public service delivery. 

Combining our ideas on different modes of production and what sort of operational capabilities 

they need (Table 1) and our conclusion that such modes need to be used together in varying 

measures (Figure 3) to produce any one given service we deliver an understanding of a more 

dynamic approach to service delivery. The multiple examples we adopted throughout our 

theory development help to illustrate co-production modes and how they differ in the public 

sector. They are vital to understand the idea that an aggregation of public value must entail the 
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effective use of more than one co-production type for most services. It is in the dynamic 

balancing of multiple modes that effective and better fulfilment of public value can be brought 

about. Such dynamism, as we have argued, has become imperative to continually make sense 

of the needs of citizens (if only to be re-elected!). Older forms of production fail us when it 

comes to a fast changing environment.  

Over the last thirty years, public administrations have been criticised for their inability to 

produce and deliver services that meet the expectations of citizens. Bureaucracy, in both private 

and public organizations, is considered the main source of the problem. The rigidity and 

standardization of bureaucratic procedures reduce organisational capability to adapt to dynamic 

and more complex social and economic environments to deliver expected services. Investments 

in co-production are often a response to this challenge. Different co-production governance 

structures embedded within platforms have been adopted by private sector organisations to 

respond to these challenges (Battistella and Nonino 2012; Ceccagnoli et al. 2012). Therefore, 

a direct approach to overcome bureaucracy would be to advise Public Administration to 

implement an open platform that provides infrastructure and services that can be recombined 

by individual citizens and businesses to configure services that fulfil their needs. Although 

bureaucracies fail to deliver what individual citizens want, it is also true that bureaucracies are 

categorically more effective at delivering social expectations of fairness and equality that are 

the pillars of most democratic societies. For this reason, public administration providing a 

platform that enables individuals to co-produce services that they want can indeed provide 

better services to individuals. However, , at the same time this might fail to deliver equal and 

fair services to all citizens and hence fail to increase pubic value which is generated by these 

services. If public administrations are concerned with public value production and not with 

individual value provision a different approach to the evaluation of the value generated by new 

organisational solutions used to produce and deliver public services is needed. A different 
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approach means a different structure and management and this implies new standards and 

procedures.  

According to Hodgson and Cicmil (2007), the implementation of standards, infrastructures and 

processes that allow co-production can potentially change how public organizations work and 

the value they produce. The choice of the technological and organisational setting used to 

support co-production should therefore consider the impact that the specific configuration has 

on broader political and social value. Therefore, it is necessary to think about how to govern 

the platform that allows co-production in the public sector. In fact, as previously discussed, 

literature has analysed the different styles of governance possible in co-production in the 

private sector but there are few studies of co-production, and the governance of co-production 

in the public sector. 

The bureaucratic model generates value focusing on the efficiency of the production process 

and not on the consumer and citizens’ needs. In recent years, this approach to value creation 

has revealed itself to be obsolete and ineffective. Efficiency is no longer a competitive 

advantage since it is very difficult for companies to predict what consumers want and need. 

Public sector organisations fail to deliver public services and goods according to the current 

citizens’ aspirations and visions. Private sector organizations adopting co-production have 

overcome these difficulties providing basic platforms to involve consumers in the production 

process and to better produce services that fulfil customers’ current needs and values. In this 

new model of production end users are seen as an active part of the value chain creation process. 

However, attempting to transfer co-production models and strategies from the private sector to 

the public sector without customization risks to create another broken coordination structure. 

The public sector is a more complex reality where each action has to consider several socio-

economic and ethical issues to produce public value. 
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The adoption of the public value creation perspective is indeed very challenging to be 

implemented. In fact, each public administration is a delicate equilibrium of stratified political 

powers, and pre-defined roles and procedures (Weber 1946), so that it is difficult to predict and 

assess the social and political impacts that the implementation of co-production platforms can 

have on social expectations and hence on public value. Co-production in the public sector might 

increase the value generated by a single service by negatively affecting other services, thus 

reducing the overall positive impact it has on public value creation. Co-production in public 

service production and provision should not be seen as a substitute for all other production 

configurations such as bureaucracy has been in the past. The challenge for public sector 

organisations is to find the right balance of production processes to optimise public value 

creation. Co-production should not be considered as an alternative to all other forms of public 

service production but rather as a resource that in the right configuration with other structures 

could help to better produce public value. To optimise the public value generated by these 

configurations, public sector organisations could become platforms that balance the effects that 

different production processes of public services, including co-production, bureaucracy, and 

others such has outsourcing, have on the challenge of producing public value.  
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