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Abstract

This paper investigates the use of plural governance for the provision of local public services. Most of the studies conducted on local data
compare direct public provision (i.e., in-house provision where governments produce public services themselves, using their own equip-
ment and employees) to contracting out. But governments actually face a more complex set of choices than the simple make-or-buy di-
chotomy. In particular, cities can simultaneously opt for the ‘make’ and ‘buy’ alternatives for the provision of the same public service, and thus
produce a portion of the service themselves while contracting with external (public or private) companies. We show how contractual
perspectives and the resource-based view of the firm help to understand the rationales behind plural sourcing. Organizations appear to be
able to adopt this governance structure to enhance efficiency since it enables them to employ benchmarking strategies. However, authors
in public management insist on the specificities of public sector contracting, and our analysis also includes political measures, such as the
number of changes of political affiliation at the head of cities. Our empirical analysis examines data about car park management by 97 mu-
nicipalities in 2010.We use a multinomial logit to compare three distinct alternatives: total internal provision, complete externalization, and
plural sourcing. Our results clearly indicate that plural sourcing is a strategic choice that is adopted by municipalities to reduce the cost of
service delivery when they suffer from high levels of fiscal stress. Plural governance does not result from the alternation of political parties

in power, indicating that political factors do not play a significant role in explaining that sourcing decision.
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Public procurement, the process by which governments pur-
chase goods and services from the private sector, is a key eco-
nomic activity and has a direct impact on citizens” welfare. In
2017, public procurement accounted for 29.1% of total gov-
ernment expenditure (i.e., almost 12% of GDP) in OECD'
economies. If this share is relatively stable over time,? the finan-
cial crisis of 2008 has urged governments to increase the effi-
ciency and effectiveness of this key function (OECD, 2019), as
it determines to a large extent the quality and price of public
services. Moreover, the decentralization process has amplified
the role played by subcentral governments, which make up
63% of overall public procurement spending (OECD, 2019).
In France, this portion has doubled since 1950, and recent
legislation has again strengthened the powers of local

" Organisation for Economic Co-operation and Development.
2 In 2007, public procurement accounted for 30.2% of total expenditure.
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governments:in 2015, the NOTRe law? reinforced the powers
of regions and intercommunal structures, and created a spe-
cific agency to regulate and monitor the management of local
public services.* The study of local procurement is thus of pri-
mary importance.

This paper aims to examine a specific way of delivering pub-
lic services: plural governance. Plural sourcing can be observed
when a city simultaneously uses internal provision and out-
sourcing for apparently identical transactions. Plural gover-
nance further implies that a specific governance structure is
adopted: internal and external provision of services are com-
bined to increase the efficiency of service delivery. Studies
conducted in private contexts have shown that private firms
use plural governance to improve efficiency (Heide, Kumar, &

3 Loi sur la Nouvelle Organisation Territoriale de la République.
* Observatoire des finances et de la gestion publique locales.
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Wathne, 2014; Parmigiani, 2007; Puranam, Gulati, &
Bhattacharya, 2013), since it enables them to employ bench-
marking strategies and to have better control over the oppor-
tunism of suppliers. Plural governance should therefore be
considered as a distinct governance choice rather than an in-
termediate position on a make-or-buy continuum (Parmigiani,
2007). Some evidence of plural governance for public services
has existed since the seminal work of Miranda and Lerner
(1995), but the rationales behind plural strategies for public
services remain understudied.

We conduct an empirical investigation of the rationales be-
hind make-and-buy choices for public service delivery. More
specifically, we investigate which city characteristics influence
the likelihood of plural governance being used for a particular
public service. Our analysis is based on a contractual perspec-
tive and is enriched by a resource-based view, both of which
have mostly been developed in private settings. But the speci-
ficities of the public sector must be taken into account when
studying public services (Rainey, 2009). Since public organiza-
tions operate in political environments, our analysis includes
variables reflecting the political affiliation of elected officials.
We formulate three hypotheses. First, we believe that since
plural governance is adopted to enhance the efficiency of pub-
lic service delivery (Brown & Potoski, 2003), it should be ad-
opted by cities that suffer from high levels of fiscal stress.
Second, since plural governance is considered to be a complex
management system (Warner & Hefetz, 2008), it can only be
handled by cities that have sufficient capabilities. Finally, plural
sourcing can result from the alternation of political parties
holding power in a city, since left-wing mayors prefer in-house
provision for public services (Picazo-Tadeo, Gonzédlez-Gdmez,
Wanden-Berghe, & Ruiz-Villaverde, 2012), while right-wing ad-
ministrations tend to favor externalization (Gradus, Dijkgraaf,
& Wassenaar, 2014).

We use data for the French car park sector for our analysis:
we analyze sourcing decisions for car park services in 97 cities
in 2010.The car park sector is particularly relevant for studying
plural governance because of the high degree of standardiza-
tion of its infrastructure. The relevance and specificities of the
sector are discussed in a dedicated subsection. Two samples
are constructed in order to conduct both transaction- and
city-level analyses.We use a multinomial logit to compare total
internal  provision, complete externalization, and plural
sourcing.

Our results clearly indicate that plural governance is a dis-
tinct governance structure (rather than an intermediate alter-
native on a make-or-buy continuum), which may be preferred
to total outsourcing and total in-house provision. Plural gover-
nance is adopted by both rich and indebted cities, indicating
that it is used as a strategy for reducing the costs of service
delivery by cities that have sufficient capabilities. This gover-
nance structure does not result from the alternation of
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political parties in charge of the city, indicating that the combi-
nation of internal and external provision is intentional and
does not result from specific decisions taken by mayors of
opposing political affiliations.

The "Theory and hypotheses’ section discusses the previous
literature to build three hypotheses. The ‘Sector and data’ sec-
tion presents the sector and the data. The ‘Study of make-or
buy choices: Transaction-level sample’ section contains
preliminary transaction-level analysis of make-or-buy choices
for car parks. As this first analysis does not enable us to study
plural governance, the ‘Study of plural governance: City-level
sample’ section proposes an analysis at the city level. Finally, the
‘Conclusion, limitations, and future research’ section concludes
and identifies the main limitations of our analysis in order to
propose avenues for future research.

Theory and hypotheses

In this theoretical section, we draw insights from contractual
perspectives, which have mostly been conducted in private
settings, and we highlight the specificities of the behavior of
local governments. Strategic management scholars have re-
cently shown a growing interest in public issues (Cabral,
Mahoney, McGahan, & Potoski, 2019; Quelin, Kivleniece,
& Lazzarini, 2017), as they recognize the complexity of interac-
tions between public and private agents. They have adopted
transaction cost and incomplete contract theories enriched
with capability considerations to study public services and
public—private interactions (Cabral, Lazzarini & De Azevedo,
2013; Quelin, Cabral, Lazzarini, & Kivleniece, 2019).The analysis
of public actors’ behavior and of public—private interactions
can greatly benefit from the theoretical insights of the strategic
management literature (Cabral, 2017). Fruitful studies have
been conducted in private contexts to understand why plural
governance is used, and they are of considerable importance
in understanding this type of governance structure as a strate-
gic behavior However, local governments, and public actors
more generally, have their own specificities and cannot be
studied as private actors (Boyne, 2002).The aim of this section
is therefore to build upon contractual perspectives with re-
source and political considerations in order to understand the
strategic behavior of public entities, without ignoring their
specificities.

Plural governance: Definition and theoretical
perspectives

Plural sourcing can be defined as the simultaneous use of in-
house provision and outsourcing for identical transactions. This
make-and-buy choice has been seen in various contexts: in the
franchising context, where franchisors decide to own some
outlets while contracting with independent franchisees for
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others (Bradach & Eccles, 1989); in private firms in various
sectors, such as small manufacturing firms (Parmigiani, 2007) or
industrial companies (Heide, 2003), where firms simultane-
ously use market contracting and vertical integration for the
same transaction; and in public settings, where cities mix in-
house provision and outsourcing to deliver public services
(Miranda & Lerner, 1995; Warner & Hefetz, 2008).

This make-and-buy solution can appear puzzling from a
make-or-buy perspective (Puranam et al, 2013). Since the
seminal work of Coase (1937), the make-or-buy choice has
been extensively studied, mostly through the lenses of transac-
tion cost economics (Williamson, 1981, 1985) and the re-
source-based view of the firm (Barney, 1991; Teece, Pisano
& Shuen, 1997). Transaction cost economics posits that the
governance structure for a given transaction is chosen with
respect to the characteristics of the transaction, most impor-
tantly asset specificity and uncertainty, as they determine the
relative cost of recourse to the market. The resource-based
view of the firm insists on the differences in capabilities be-
tween the focal firm and its competitors to explain make-or-
buy decisions. Based on these premises, authors have also
combined the two approaches to show that firms’ capabilities
and transaction costs both help to explain outsourcing deci-
sions (Fabrizio, 2012; Silverman, 1999). Even though transaction
costs and resource-based approaches have mostly been used
to understand the boundaries of firms, these frameworks have
also been used to study local government sourcing decisions.
Using data on local public services in the United States, Brown
and Potoski (2003) show that the probability of relying on in-
house provision increases with the level of asset specificity.
Similarly, Levin and Tadelis (2010) find that higher levels of con-
tracting difficulties are associated with lower levels of external-
ization. Porcher (2016) uses French municipal data on the
water sector to show that cities are more likely to use internal
production when they have high production capabilities.

These theories have proved useful for understanding the
make-or-buy decisions of firms and governments, but, at first
glance, they do not help with understanding why an agent
(i.e., with given capabilities) will simultaneously use externaliza-
tion and vertical integration for identical transactions (i.e., with
given characteristics). But does plural governance even exist? In
other words, does plural sourcing really involve the adoption
of a specific governance structure! Some authors, including
Williamson (1985), have made efforts to show that once the
heterogeneity of transactions is correctly measured, firms do
not make and buy the same input (He & Nickerson, 2006).
Krzeminska, Hoetker and Mellewigt (2013) call for a cautious
definition of plural sourcing and warn scholars against a misun-
derstanding of make-and-buy strategies. They highlight that
very similar transactions may not be identical and may actually
differ in some characteristics, justifying the use of different gov-
ernance structures.
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The above-mentioned theoretical elements indicate that
the inherent levels of asset specificity, uncertainty, and re-
sources in transactions may explain the outsourcing decisions
of municipalities. A careful transaction-level analysis should
therefore precede any study of plural sourcing. These consid-
erations justify the choice of the sector we analyze in this
paper, as demonstrated in the ‘Sector and data’ section. The
‘Study of make-or-buy choices: Transaction-level sample’ sec-
tion presents the results of a transaction-level examination of
make-or-buy choices.

Plural governance and fiscal stress

Because of the widespread evidence of plural sourcing
(Puranam et al,, 2013), many authors have tried to understand
the specific rationales behind make-and-buy strategies. In their
early study of plural sourcing in franchising contexts, Bradach
and Eccles (1989, p.97) pledge that to understand plural forms,
“the analytic focus must move from individual transactions to
the broader architecture of control mechanisms.” They show
that firms may want to make and buy the same transaction
because it creates competition between the two mechanisms.
This competition leads to reduced transaction costs by estab-
lishing backward integration as a credible sanction in the case
of opportunistic behavior from the external supplier (Dutta,
Bergen, Heide, & John, 1995; Puranam et al., 201 3).

Plural governance also helps to solve information asymme-
try problems between buyers and suppliers (Heide, 2003;
Mayer & Salomon, 2006). By giving information to the focal
firm, it enables benchmarking strategies. Kidwell and Nygaard
(2011) prove that company-owned units provide franchisors
with useful information for benchmarking the performance of
independent franchisees. Controlling opportunism by outside
suppliers is also central to the analysis of Heide et al. (2014), as
they show that monitoring activities are efficient only in the
case of plural sourcing, because it gives focal firms valuable in-
formation and the opportunity to control external suppliers.
On a different but complementary note, Parmigiani (2007)
shows that partial externalization can have positive effects on
the performance of internal units, as the performance of out-
side suppliers can be used to benchmark internal production.
These findings suggest that plural governance is a distinct gov-
ernance structure, rather than an intermediate position on the
make-or-buy continuum (Parmigiani, 2007). In other words,
firms can take advantage of the combination of vertical inte-
gration and outsourcing for the same transaction.

Is this also the case for local governments? If plural gover-
nance enables costs to decrease, then it should be particularly
important for the management of public services.While there
is some evidence of plural governance in public settings, it is
scarcer. Miranda and Lerner (1995) were the first to study ar-
rangements that combine external delivery and in-house
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production for local public services in the United States. They
find that these arrangements are cost effective as they are as-
sociated with lower levels of expenditure. More recently,
Brown and Potoski (2003) and Hefetz, Warner and Vigoda-
Gadot (2014) studied plural governance for local public ser-
vices in the United States, and in multi-service settings. They
find that services for which quality is more difficult to measure
(Brown & Potoski, 2003), and that are characterized by high
levels of asset specificity or greater management difficulties
(Hefetz et al, 2014), are more often produced using plural
governance. The make-and-buy solution is considered to be
profitable as it enables cities to judge the performance and
quality of a supplier against their own (Brown & Potoski, 2003).

In their meta-analyses, Bel and Fageda (2009, 2017) indeed
show that cities’ sourcing decisions reflect their search for eco-
nomic efficiency, which is particularly true for cities with high
levels of fiscal stress. Cities with high debt burdens are more
likely to outsource public services in order to cut costs (Levin
&Tadelis, 2010), because fiscal stress creates incentives for gov-
ernments to be more efficient in service production (Brown &
Potoski, 2003). This is in line with the findings of the seminal
article by Hart, Shleifer and Vishny (1997), who show that con-
tracting out public services leads to cost reductions, even if it
is at the expense of service quality. More generally, this idea
that externalization leads to lower costs is at the core of the
ancient New Public Management approach (Hood, 1991),
where governments are encouraged to promote competition
and consumer responsiveness in service delivery, and to im-
port management rules from the private sector.

This reasoning can be extended to plural governance. As
explained earlier, if plural governance is used in strategies to
increase the economic efficiency of public service provision,
then it should be adopted by cities with high fiscal stress, which
can be measured by the level of local debt (Levin & Taldelis,
2010).We therefore hypothesize:

Hypothesis I: The likelihood of adopting plural governance increases
with the level of debt.

Plural governance and capabilities

If managers indeed consider economic efficiency factors into
their make-or-buy decisions, capabilities also play a significant
role in explaining organizational boundaries (Dumez &
Jeunemaitre, 2010). Researchers have therefore extended
contract theories to integrate capability and resource consid-
erations into the study of the outsourcing decisions of firms
and cities. A distinction can be made between production ca-
pabilities (which enable low production costs) and contracting
capabilities (which enable the low cost of contracting); produc-
tion capabilities enhance contracting capabilities (Fabrizio,
2012; Mayer & Salomon, 2006). Production capabilities provide
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the focal firm with useful information that allows contracting
costs to be reduced. These contracting costs are due to ad-
verse selection problems (Akerlof, 1978), contract maladapta-
tion, and monitoring difficulties (Mayer & Salomon, 2006).
Klein, Mahoney, McGahan, and Pitelis (2013) advocate that the
capabilities approach is particularly useful for studying public
organizations. Studying the case of a public buyer, Cabral (2017,
p. 828) defines contracting-management capabilities as “the
abilities to procure goods efficiently in the market in terms of
setting up a bid, selecting appropriate suppliers, and negotiating
contracts. During the contract execution phase, contract-man-
agement capabilities refer to the ability to manage relation-
ships with other suppliers and evaluate contractor behavior in
pursuit of the public interest.” Internal production can certainly
improve these abilities as it gives valuable information to help
reduce ex ante and ex post contracting costs.

However, plural sourcing can also be thought of as a com-
plex management system (VWarner & Hefetz, 2008). Using in-
formation generated by internal provision to better manage
outsourcing contracts requires a sufficient number of qualified
public agents. But as underlined by Cabral (2017), public ad-
ministrations often suffer from constraints such as budget lim-
itations. Plural governance can therefore be handled only by
the cities that have the necessary capabilities (Porcher, 2016),
in other words large and rich ones (Brown & Potoski, 2003;
Warner & Hefetz, 2008). Cities with more professional manag-
ers are better able to manage service delivery, and they are
more aware of the benefits of plural delivery because they
know the importance of market management (Warner
& Hefetz, 2008). Following this reasoning, large municipalities
are more likely to resort to plural governance, because they
have more professional managers. For example, in small cities,
a single municipal team usually handles the management of
every local public service, while large cities have a team de-
voted to the management of each public service. Income per
capita is also a good measure of cities’ capabilities because
cities with healthier citizens are more able to raise revenue
through taxation. Those cities therefore have more resources,
that is revenues and staff, to build capabilities. More specifically,
Brown and Potoski (2003) show that cities with high levels of
revenue per capita are more likely to invest in contract-
ing-management capacity. The authors identify three compo-
nents of contracting-management capacity: the capacity to
determine whether to make or buy the service; the capacity to
bid the contract, select the provider, and negotiate the con-
tract; and the «capacity to evaluate the contractor's
performance.

In summary, plural governance requires a complex manage-
ment system, large cities tend to have more professional man-
agers, and rich cities are more likely to invest in
contracting-management capabilities. These elements lead to
the following hypothesis:
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Hypothesis 2: The likelihood of adopting plural governance increases
with population and income per capita.

Plural governance and political factors

The specificities of the public sector must not be ignored
when studying the behavior of public actors. Boyne (2002)
contends that the differences between public and private sec-
tors must not be overstated, but he still shows that public or-
ganizations suffer from more bureaucracy. Scholars have
therefore examined the specificities of public contracting.
Spiller (2008) and Moszoro, Spiller and Stolorz (2016) show
that public contracting is more rigid than private contracting,
because the partners are scrutinized by citizens and potential
political competitors. Beuve, Moszoro, and Saussier (2019) fur-
ther empirically find that the rigidity of public contracts in-
creases with the degree of political competition.

Political factors should therefore not be omitted when
studying the outsourcing strategies of local governments. First
of all, citizens may not care only about economic outcomes,
such as price and quality, when it comes to some public activi-
ties (Jia, 2018). Public employees and unions have been shown
to have a preference for public provision of local public ser-
vices (Levin &Tadelis, 2010;Warner & Hebdon, 2001), whereas
industrial users and high-income households prefer external-
ization (Bel & Fageda, 2009; Warner & Hefetz, 2002). While
these dimensions are unlikely to explain plural governance di-
rectly, empirical investigation must control for the presence of
interest groups who are in favor (or against) to the external-
ization of public services to the private secton.

Moreover, although citizens do not directly participate in
make-or-buy choices for public services, their electoral choices
may reflect their preferences. Hence, the political affiliation of
mayors has been shown to have an influence on their sourcing
decisions. In Spain, Picazo-Tadeo et al. (2012) find that left-wing
parties reject outsourcing the management of water services
to private companies. In Sweden, Sundell and Lapuente (2012)
show that center-right governments outsource public services
more than other governments. Gradus et al. (2014), using
Dutch data, show that a shift to the market in the case of re-
fuse collection is more likely for right-wing governments.

How can plural sourcing result from political factors? Since
left-wing cities seem to have a preference for the vertical inte-
gration of public services (Picazo-Tadeo et al,, 2012) and right-
wing parties favor externalization to private firms (Gradus et
al, 2014), plural sourcing may result from political changes at
the head of the city. Beuve and Le Squeren (2016) show that
once right-wing mayors have outsourced some public services,
it is very difficult for future left-wing administrations to return
them to public provision. Indeed, externalization often involves
long-term contracts with private firms that cannot be termi-
nated by future administrations. Moreover; Beuve and Le
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Squeren (2016) show that governments can lose their ability
to manage public services once they have been outsourced to
the private sector. They show that a city that has always been
governed by left-wing officials is more likely to use in-house
provision for a public service, whereas a city that has always
had right-wing governments is more likely to completely ex-
ternalize the service. We therefore hypothesize that the past
alternation of political parties in power can lead to plural gov-
ernance at time t. This reasoning leads to the final hypothesis:

Hypothesis 3: The likelihood of adopting plural governance increases
with the number of changes of political affiliation at the head of the
city.

The three hypotheses formulated in this section are empiri-
cally tested in ‘Study of plural governance: City-level sample’
section. In the next section, we describe the sector and data
employed.

Sector and data

Local governments and the management of car
parks

We use data on the management of car parks, using a sample
of French cities of more than 20,000 inhabitants. This sector is
particularly appropriate for investigating plural governance for
public services for four reasons.

First, the management of car parks fulfills the necessary con-
dition of being a public service, for which cities are responsible.
Although cities must retain ownership of the infrastructure for
each car park, they can opt for either internal provision or for
externalization. Externalization involves agreeing long-term
contracts with private firms to build and/or operate car park
infrastructure. Nowadays, most car park infrastructures have
already been constructed, and contracts usually only involve
the management of parking services. In this case, the average
length of these operating contracts is 18.2 years (Beuve et al,
2019). However, substantial work is often needed to renovate
the infrastructure, and in such cases, the average length of con-
tracts is 30 years (Beuve et al, 2019).

Second, municipalities can outsource the management of
car parks when they want to, as there are a high number of
potential suppliers. Indeed, the French car park sector is char
acterized by a growing level of competition between French
firms (local operators as well as larger companies) and, more
recently, national and foreign operators (Baffray & Gattet,
2009). In 2011, 70% of French car parks were managed
through outsourced contracts.”

Third, this sector is particularly convenient for conducting
transaction-level studies and for identifying cases of plural

> Data from the French National Federation of Parking Activities (FNMS).
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governance. We define one transaction as one car park infra-
structure. For each transaction (i.e. for each car park), a city
makes a make-or-buy decision. At the city-level, plural out-
sourcing happens when some infrastructures are managed by
external firms, while others are operated in-house. In contrast,
cities opt for complete externalization when each car park is
outsourced, and for complete in-house provision when each
car park is managed in-house.

Finally, and more importantly, car parks are a very standard
type of infrastructure. The management of car parks is a stan-
dardized service, and contracting parties are relatively free
from any bilateral dependency when a contract expires. Hence,
when an outsourcing contract expires, a municipality chooses
to renew the contract with the incumbent provider in 60% of
cases (Beuve, Le Lannier, & Le Squeren, 2018). This renewal
rate is low compared to other sectors such as urban public
transport (=90%) (Amaral, Saussier; & Yvrande-Billon, 2009), or
the water sector (=90%) (Guérin-Schneider & Lorrain, 2003).
Brown and Potoski (2003) also find that car park services are
among the less specific services provided by United States cit-
ies. Of course, the characteristics of the infrastructures can
differ across cities: car park infrastructures may be more com-
plex to build and manage in a very dense environment than in
a medium-sized city, which justifies different make-or-buy deci-
sions. However, it is difficult to conceive that differences be-
tween infrastructures in a given city can justify different choices.
This assertion will nonetheless be discussed and empirically
investigated in ‘Study of make-or-buy choices: Transaction-level
sample’ section.

Data sources

Our empirical investigation uses data from a survey con-
ducted by CEREMA?® into the management practices of cit-
ies regarding off-street and on-street car parking. The main
survey we use reflects the situation on December 31,2010.
The questionnaire was sent to 455 French cities with more
than 20,000 inhabitants. At least one question was an-
swered by 196 municipalities, which represents a response
rate of about 43%. From this sample, we chose to keep only
the answers relating to off-street parking, and eliminate the
information about on-street parking, because the character-
istics of the management of on-street and off-street parking
are likely to differ. In addition, in the final sample, we only
kept the cities that administered at least two car parks, as
they would otherwise not be able to opt for the plural
alternative.

6 The CEREMA (Centre d'Etudes et d'expertise sur les Risques, I'Envi-
ronnement, la Mobilité et 'Aménagement) is a French public administra-
tion, which is under the supervision of two ministries: the Ministry of
Ecology and Sustainable Development and the Ministry of Transportation.
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We used these data to construct two datasets: the first al-
lowed us to conduct transaction-level analyses, and the second
city-level analyses. The first sample (one observation per car
park) contains 345 observations, representing 83 cities (hereaf-
ter referred to as the ‘transaction-level sample’). The second
dataset (‘city-level sample’), with one observation per city, con-
tains 97 observations. The city-level sample contains information
about more cities because it uses less information about car
park characteristics, and therefore has less missing data. The de-
scriptive statistics from the two samples can be found inTable |.

In order to construct our set of independent variables, we
needed information about the characteristics of the munici-
palities, which we obtained from the French National Institute
of Statistics and Economic Studies (INSEE) and from the
Center for Socio-Political Data (CDSP) for the political
variables.

The next section presents the variables, empirical strategy,
and results of the make-or-buy analysis, conducted at the
transaction level.

Study of make-or-buy choices: Transaction-level
sample

As explained in the theory section, transaction costs theory
and resource-based view of the firm focus on make-or-buy
choices for specific transactions. Before aggregating data at the
city level to observe plural governance, specific make-or-buy
choices should therefore be examined. Could it be the case
that, in a given city, make-or-buy choices for car park infrastruc-
tures depend on transaction-level characteristics? Let us recall
that we do not expect car park characteristics to differ sub-
stantially in a given city. This sector was chosen because infra-
structures are relatively standard. This first empirical analysis
must therefore be seen as a preliminary check of make-or-buy
choices at the transaction level, before studying plural gover-
nance at the city level in ‘Study of plural governance: City-level
sample’ section.

In order to investigate this preliminary question, we con-
structed one dependent and four independent variables using
data from the survey conducted by CEREMA.

Variables

The dependent variable is a dummy variable, which equals
| when the car park infrastructure is outsourced to a private
company. No plural alternative is possible in the transac-
tion-level sample, since for each car park, the city can either
provide the service in house or go to the market.
Independent variables should reflect the aforementioned
transaction costs and resource-based views. Service characteris-
tics are usually measured by surveys by authors who study
multi-service settings (Brown & Potoski, 2003; Levin & Tadelis,
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Table I. Descriptive statistics

N Mean Std. dev. Min. Max.
Transaction-level sample
Outsourced 345 0.429 0.496 0 |
Number of slots 345 387.530 285.110 20 2,099
Age (in months) 345 203.725 146.259 I 568
City center 345 0.464 0.499 0 |
Potential attendance 345 3.377 [.132 0 6
City-level sample
MNL [: categories of the dependent variable*
Private 97 0.351 0.480 0 |
Public 97 0433 0498 0 |
Plural 97 0217 0414 0 |
MNL 2: categories of the dependent variable®
Private 97 0.464 0.501 0 |
Public 97 0.36 0483 0 |
Plural 97 0.175 0.382 0 I
MNL 3: categories of the dependent variable®
Private 97 0.351 0480 0 |
Public 97 0.361 0483 0 |
Semi-public 97 0.062 0.242 0 |
Plural 97 0.227 0421 0 I
Independent variables
Mean debt per capita (2006-2010) 97 [.16l 0.537 0.027 2786
Mean population (2006-2010) 97 96.522 [15.628 18.883 848.837
Mean income per capita (2006-2010) 97 12.179 3728 6.850 41.750
Number of changes of political affiliation 97 0.505 0.879 0 5
Mean density (2006-2010) 97 3.672 4213 0310 25.145
Mean unemployment (2006-2010) 97 8.205 1.836 4.720 13.320
Number of car parks 97 6.268 5.177 2 29

For the first multinomial logit (MNL), long-term contracts with public companies are considered as a ‘public’ alternative.

°For the second MNL, public companies are included in the ‘private’ alternative.

“In the third version of MNL, public companies are considered as a distinct category. This categorization is discussed in ‘Study of plural governance:

City-level sample’ section.

2010). In this study, we choose to analyze one single public service,
car parks, because we believe transaction characteristics are very
similar between car parks in a given city. However, it is possible that
some dimensions differ between transactions. In that vein, Porcher
(2016) shows that transaction costs inherent to water services
differ according to the type of water and the type of water treat-
ment. In the following lines, we therefore describe the dimensions
of car parks that are likely to influence transaction costs and capa-
bilities needed to manage the infrastructures.

Four key characteristics may influence the make-or-buy choice
for a given car park.The first is the size of the infrastructure:in our
sample, the number of spaces in the car parks vary from 20 to
more than 2,000 (see Table I). From a transaction costs perspec-
tive, resorting to contracts with private firms decreases with asset
specificity, as the latter increases the costs associated with exter-
nalization. A larger infrastructure may require more investment in
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specific assets, thereby exacerbating hold-up problems. Cities
should therefore opt for in-house provision for larger infrastruc-
tures. However; private firms have developed the expertise to
deal with large infrastructures, and their capabilities may be
needed to operate these car parks. Hence, it is possible that the
size of a given car park could have a positive effect on the proba-
bility of outsourcing in a resource-based view.

The second and third independent variables, Age and City
center, measure the age of the infrastructure and identify car
parks which are located in city centers. Indeed, older car
parks and those located in denser areas may need larger and
more specific investment, increasing the probability of them
being provided in-house in a transaction costs view. But cities
may also want to benefit from the expertise of private sector
firms for these more complex infrastructures, which increases
the probability of outsourcing in a resource-based view.
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Table 2. Definition, source and expected sign of independent variables (transaction-level analysis)

Definition Source N Expected sign®
Number of slots Number of spaces in the infrastructure CEREMA 345 —(TCE) or + (RBV)
Age (in months) Age of the infrastructure (in months) CEREMA 345 —(TCE) or + (RBV)
City center Dummy variable identifying infrastructures, CEREMA 345 —(TCE) or + (RBV)
which are located in city centers
Potential attendance Score of potential attendance ranging from O CEREMA 345 —(RBV) or + (TCE)

(very low) to 6 (very high)

“TCE stands for transaction costs economics, and RBV for resource-based view. The dependent variable is a dummy, which equals | if the car park is

outsourced.

Finally, Potential attendance is a score that varies from
0 to 6.In the CEREMA questionnaire, cities were asked to indi-
cate whether (1) shops, (2) residents, (3) offices, (4) cultural
centers, (5) train stations, or (6) other factors generate demand
for parking activities in the neighborhood of each car park. The
score Potential attendance equals O when none of the six items
are present around the car park, and it equals 6 when all six
items potentially generate demand. This variable is central in a
transaction-level analysis, as it is a good proxy for demand un-
certainty. In line with transaction cost arguments, cities may pre-
fer in-house provision when uncertainty is high (ie, when
potential attendance is low). Conversely, cities may resort to
outsourcing when potential attendance is low, as private firms
may be better able to deal with uncertainty.

Table 2 presents the definition, source, and expected sign of
independent variables. Their influence on the probability of
outsourcing a given car park is estimated using a Probit model
with and without city fixed effects. City fixed effects enable
controlling for city-specific characteristics, and thus for investi-
gating the influence of service characteristics on make-or-buy
decisions in a given city.

Results

The results of the transaction-level analysis are presented in
Table 3.

The results of both models (with and without city fixed
effects) indicate a low explanatory power of car park char-
acteristics on the probability of outsourcing the service.
Model 2, in particular, indicates that in a given city, the size,
age, and geographical location of the infrastructure have no
influence on the make-or-buy choice. It is only potential
attendance that has a positive influence on the probability
of outsourcing: in line with the transaction cost argument,
public authorities are more willing to turn to private firms
to manage transactions which are characterized by lower
levels of uncertainty (i.e., higher levels of potential atten-
dance).When potential attendance is high, outsourcing to a
private firm may be easier because there is a higher number
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of potential suppliers and because externalization contracts
are easier to write.

According to the marginal effects displayed in the last column
in Table 3, an additional source of potential attendance leads to
an increase in the probability of outsourcing of 9.5%. However,
the Wald test provides low support for this first specification, as
the null hypothesis (all the coefficients are simultaneously equal
to zero) cannot be rejected with the usual level of confidence of
95%. Overall, the results indicate that even if levels of uncertainty
seem to play a role in the outsourcing decision, make-or-buy
choices are poorly explained by transaction-level characteristics
in the car park sector. This finding is in line with previous studies,
which found that car park services exhibit low levels of specific-
ity (Brown & Potoski, 2003).The standard nature of the car park
infrastructure motivated us to choose this sector for our study,
as it enables us to move from a transaction- to a city-level anal-
ysis in order to study plural governance.

Study of plural governance: City-level sample

Aggregation at the city level is necessary to observe plural
sourcing and to study the rationales behind plural governance
by testing Hypotheses [-3.

Variables and empirical strategy

The empirical strategy must enable to compare the plural
alternative to the two other polar solutions (complete
internalization and complete externalization). As explained by
Parmigiani (2007), the best way to model this decision is to use
a multinomial logit, because this model allows to make pairwise
comparisons of the sourcing modes, rather than considering a
make-or-buy continuum.

Dependent variables

We estimate three models, each referring to a different con-
struction of the dependent variable. Until now, a city's choice
about the management of its car parks has been presented
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Table 3. Results of the transaction-level of analysis

Model |

Model 2

Probit coefficients

Marginal effects

FE probit coefficients Marginal effects

Number of spaces 0.000
(0.000)
Age (in months) —0.000
(0.000)
City center —-0.075
(0.143)
Potential attendance 0. [ 745*
(0.064)
Constant —Q.777%%*
(0.238)
City fixed effects No
N 345
Wald y? 7930
P-value forWald test 0.094
Pseudo-R? 0017

0.000 0.000 0.000
(0.000) (0.000) (0.000)
—0.000 —0.000 —0.000
(0.000) (0.001) (0.000)
—-0.029 —0.082 —-0.031
(0.055) (0210) (0.080)

0.067%%* 0.251%* 0.095%%*
(0.024) (0.099) (0.035)
—1.010%**

(0.362)

Yes (83 cities)

345
7920
0.095

Note: Significance levels: *##p < 0.01, **p < 0.05 *p < 0.1.Transaction-level sample (one observation per car park). In both models, the dependent
variable is a dummy, which equals | if the car park is outsourced, O otherwise. Unlike Model |, Model 2 includes city fixed effects.

as dichotomous: make or buy. But the choice is slightly more
complex, as there are several ways to ‘buy’ a city can con-
clude contracts with public or private firms.There are, there-
fore, three distinct alternatives for each car park: in-house
provision, outsourcing to a public company, or outsourcing to
a private firm.In the survey, each city had to indicate its mode
of governance for each car park. Therefore, we know, for
each municipality, whether it (1) completely externalizes its
car parks (i.e., every infrastructure is outsourced), (2) com-
pletely internalizes its car parks (i.e., every infrastructure is
provided in house), or (3) uses plural sourcing (i.e., some in-
frastructures are outsourced while others are managed in
house). Each dependent variable is therefore a class variable,
which identifies the mode of provision for each city, in 2010.

We construct three dependent variables, each of which
refers to a different categorization of the externalization to
public companies. As noted by Levin and Tadelis (2010) and
Brown and Potoski (2003), externalization to public compa-
nies may not incur the same trade-offs as externalization to
private entities. In French law, public firms are defined as
companies for which the principal shareholder is one or sev-
eral public entities.” When a city externalizes a public service
to a public company, it ensures that the public interest is
taken into account in the objectives of the firm. However,
public firms are supposed to be treated exactly as private

7 The words ‘public companies’ refer to the French ‘Sociétés d'Economie
Mixte (SEM), which can also be translated as ‘semi-public companies! In such
firms, there must be at least one private company among the shareholders,
and the participation of public entities cannot exceed 85% of the capital.
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entities when a call for tenders is made, and the control of
the city over the public service once it has been outsourced,
even to a public company, is not as strong as in the case of
internal provision.

As there is no clear-cut answer on how to treat public compa-
nies in the empirical strategy, we proceed as follows. In the first
estimation, we consider externalization to public companies to
be the same as in-house provision; in the second estimation, we
consider externalization to public companies as private provision
(i.e., as externalization to private firms); and in the last estimation,
we consider externalization to public companies as a distinct cat-
egory. The descriptive statistics in Table | show that around 6% of
the cities in the sample externalize every car park to public com-
panies; 35% of the cities externalize every car park to private
companies; 36% opt for complete in-house provision; and a little
less than 23% use plural governance (i.e., a mix of at least two of
the three preceding modes of sourcing).

Independent variables

The set of independent variables must be able to take city spec-
ificities into account, and to test for Hypotheses |-3. Each of the
following variables (except the political variable) is averaged
over the 2006—2010 period.The observed governance mode in
2010 is the result of choices made in the past, and the indepen-
dent variables should not be measured in 2010. Moreover, the
use of lagged variables may attenuate endogeneity issues.?

& Potential endogeneity problems are discussed with results hereafter.
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Table 4. Definition, source, and expected sign of independent variables (city-level analysis)

Definition Source N Expected sign® Hypothesis
Mean debt per capita Mean debt of the city, in thousands of euros per INSEE 97 + HI
(2006-2010) inhabitant
Mean population Mean population of the city, in thousands of INSEE 97 + H2
(2006-2010) inhabitants
Mean income per capita Mean income per capita of the city, in thousands of INSEE 97 + H2
(2006-2010) euros per inhabitant
Number of changes of Number of changes of political affiliation of the city CDSP 97 + H3
political affiliation between 1989 and 2010
Mean density (2006-2010) Mean density of the city in thousands of inhabitants INSEE 97 Control
per square kilometer
Mean unemployment Mean unemployment of the city INSEE 97 Control
(2006-2010)
Number of car parks Number of car park infrastructures in the city CEREMA 97 Control

*Expected sign on the probability of plural governance.

The variable Mean debt, which measures the mean level of
debt per capita in thousands of euros per inhabitant, is used to
test for Hypothesis |.

Mean levels of population (in thousands of inhabitants) and
of income per capita (in thousands of euros per inhabitant) are
used to test for Hypothesis 2.

The number of changes of political affiliation in a given city
allows to test for Hypothesis 3.This variable is measured from
1989 to 2010 (municipal elections took place in France in
1989, 1995, 2001, and 2008). In our sample, it varies from
0 to 5, which indicates that a change in the mayor can take
place outside of elections (e.g, when the incumbent is ap-
pointed as a minister or dies in office).

The analysis includes three control variables: Mean Density,
Mean Unemployment, and Number of car parks.

It is important to include a measure for density (which is
measured in thousands of inhabitants per square kilometer) in
this empirical investigation. First, parking policies are more chal-
lenging and the infrastructure may be more complex to build
and operate in dense areas. Second, the markets are more
likely to be competitive in densely populated cities (Brown &
Potoski, 2003), and a competitive market is necessary to ben-
efit from the cost savings involved in externalization (Sclan
2001;Williamson, 1976).We conclude that in very dense cities,
which benefit from fierce competition between suppliers, out-
sourcing is more likely to lead to cost savings, so plural gover-
nance will be less necessary for saving costs.

The level of unemployment allows us to control for the
presence of interest groups that are against externalization.
Empirical studies usually include measures for unionized (pub-
lic) workers, who are supposed to prefer in-house production
(Levin &Tadelis, 2010;Warner & Hebdon, 2001), but, as figures
for unionized workers are not available in France, we use un-
employment, which is a proxy for the presence of low-income
interest groups which prefer public provision (Bel & Fageda,
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2009). Mean Unemployment is the only variable that cannot be
measured at the municipal level; French national government
uses the term ‘employment areas, which include several mu-
nicipalities, to measure employment at the local level (a map of
employment areas is available upon request). Therefore, this
variable is an imperfect proxy for municipal unemployment.
The presence of high-income households in favor of external-
ization is captured by the variable Mean income per capita.

Finally, we have to control for the number of car parks in the
city, as plural sourcing is more likely to be used by cities that
have a higher number of car parks.

Table 4 summarizes the expected signs for the independent
variables. The next subsection discusses the results.

Results

Tables 5—7 present the results for the analysis of plural gover-
nance. In each table, the left-hand column presents the coeffi-
cients of multinomial logits, which enable pairwise comparisons.
For instance, in Table 5, the coefficients indicate that the more
indebted cities rely less not only on complete externalization
than on plural governance (column 1), but also on complete
in-house provision than on plural governance (column 2).
While the sign and significance of multinomial logit coefficients
can be interpreted, their value cannot. Hence, the three right-
hand side coefficients display marginal effects to estimate ef-
fect size. For example, the first coefficient in the fourth column
of Table 5 indicates that an increase in the debt of 1,000 euros
per inhabitant increases the probability of plural governance
by 20%.

As explained earlier; the three estimates differ according to
the construction of the dependent variable: externalization to
public companies is considered as in-house provision inTable 5,
as externalization to private companies in Table 6, and as a
distinct alternative in Table 7.
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Table 5. Multinomial logit |: considering the externalization to public companies as in-house provision

Private versus plural

Public versus plural

Private Plural Public

Multinomial logit (MNL)

Marginal effects at mean (MEM)

Mean debt —1.456%*
(0.579)
Mean population —0.008
(0.008)
Mean income per capita —0.202%%*
(0.069)
Changes of affiliation 0203
(0.367)
Mean density 0.187%*
(0.081)
Mean unemployment —0.006
(0.188)
Number of car parks —0.150
0.113)
Constant 5.874%#%
(2.080)
N 97
Pseudo-R* 0.221

—1.005%* ~0.199 0.200%* -0.001
(0.488) (0.128) (0078) (0.105)
~0.029%* 0.003 0.003%* ~0.005%**
©0011) (0.002) (0.001) (0.002)
~0.362%* 0,008 0.044%#% —0.05 | **
(0.146) 0018) (0014) (0.026)
~0.249 0.090 0.000 ~0.090
(0419) (0.067) (0057) (0070)
0087 0.032%#* -0023 -0010
(0.097) ©0011) (0014) (0014)
-0017 0.00] 0002 -0.003
(0.195) (0030) (0029) (0030)
0.055 —0.046** 0.009 0036
©.161) (0022) 0019) (0.029)

8.527%%*
2.778)
97 97 97 97
0221

Note: Significance levels: #¥*p < 0.01, **p < 0.05 *p < 0.1. Standard errors clustered at the departmental level in parenthesis. This table presents the result
of a multinomial logit, where the dependent variable is the chosen method of management of car park services in 2010 (in-house provision, plural
provision, or long-term contracts with the private sector). The ‘plural’ alternative is the base category and corresponds to situations where the municipality
chooses to use both in-house provision and long-term contracts. The externalization to public companies is considered as in-house provision. The two
left-hand columns present the coefficients of the MNL, while the three right-hand columns display the marginal effects at mean.

All three specifications present high values of pseudo R%’
indicating that the model enables to accurately understand the
governance choices of cities for car park services. The robust-
ness of our results across the three different specifications fur-
ther increases confidence in the model. Interestingly, pseudo R?
is slightly higher in Table 7, indicating that using public compa-
nies should be considered as a distinct alternative. However,
the sign and significance of multinomial logit coefficients are
relatively comparable in columns |, 2, and 3 of Table 7, which
indicates that the trade-offs are not fundamentally different
when we oppose plural to complete private provision
(column 1), to complete externalization to public companies
(column 2), or to complete in-house provision (column 3).This
suggests that the important issue is to combine different struc-
tures, and that externalization to public companies is not an
alternative to plural governance. As previously mentioned, the
use of public companies could provide the benefits of exter-
nalization while ensuring that the public interest is taken into
account. However, it may not improve the efficiency of public

% Values of 02-04 for pseudo R? represent an excellent model fit

(Hensher & Johnson, 2018).
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service delivery as it does not enable benchmarking strategies
if not associated with another governance structure.

Our results do not indicate that externalization increases
with the level of debt, but rather that, in indebted cities, plural
sourcing is favored over both in-house provision and contracting
out. The size of the effect is not trivial: across specifications, an
increase in debt of 1,000 euros per inhabitant increases the
probability of plural governance by 20% (Table 5) to 24% (Table
7). Externalization may indeed replace one problem (public sec-
tor inefficiency) with another (opportunism of the contracting
partner), and plural governance can then be used as a way to
control for supplier opportunism. Finally, we should point out
that endogeneity issues are mitigated by our single service ap-
proach. While we might claim that the governance choices for
public services influence levels of debt, which may, of course, be
true, the influence of the governance structure of one public
service certainly has a moderate impact on the overall level of
debt of a municipality. Moreover, if anything, cities that use plural
strategies should have lower levels of debt, which can only atten-
uate the size of the estimated coefficients. Overall, our results
therefore provide strong support for Hypothesis |.

Plural governance is used by richer, and to a lesser extent,
larger cities.While a per capita income increase of 1,000 euros
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Table 6. Multinomial logit 2: Considering the externalization to public companies as private provision

Private versus plural Public versus plural Private Plural Public
Multinomial logit (MNL) Marginal effects at mean (MEM)
Mean debt —1.976%** —1.138%* —0.307** 0.228%* 0.079
(0.575) (0.470) (0.129) (0.073) (0.093)
Mean population 0.001 —0.025%* 0.004##* 0.001* —0.005%**
(0.003) (0.010) (0.001) (0.001) (0.001)
Mean income per capita —0.218%** —0.288%* —-0.010 0.03 [ ## —0.021
(0.066) (0.128) (0.017) (0.009) (0.018)
Changes of affiliation 0.241 -0226 0.090 -0014 —0.075
(0.400) (0.453) (0.068) (0.050) (0.058)
Mean density 0.179%* 0.074 0.032%* —-0.020 -0.012
(0.085) (0.103) (0.013) (0012) (0013)
Mean unemployment 0.001 —0.104 0.015 0.004 -0.019
(0.207) (0.193) (0.036) (0.025) (0.025)
Number of car parks —0.192%* -0.076 —0.035%* 0.021%* 0014
(0.082) 0.119) 0016) ©.011) (0.017)
Constant 6.647H5* 8.859%#*
(2.179) (2933)
N 97 97 97 97 97
Pseudo-R* 0.252 0.252

Note: Significance levels: ##*p < 0.01, **p < 0.05, *p < 0.1. Standard errors clustered at the departmental level in parenthesis. This table presents the result
of a multinomial logit, where the dependent variable is the chosen method of management of car park services in 2010 (in-house provision, plural
provision, or long-term contracts with the private sector). The ‘plural’ alternative is the base category and corresponds to situations where the municipality
chooses to use both in-house provision and long-term contracts. The externalization to public companies is considered as outsourcing. The two left-hand
columns present the coefficients of the MNL, while the three right-hand columns display the marginal effects at mean.

increases the probability of plural governance by 3.1% (Table 6)
to 4.7% (Table 7), the influence of the Mean population variable
is significant but close to zero. It is useful to recall that the
Mean income per capita variable might capture the supposed
preferences of high-income households for privatization.
However, this does not seem to be the case as high-income
cities also favor plural sourcing over complete externalization.
The results thus suggest that plural governance is adopted by
cities that have sufficient capabilities, that is large and rich ones
(Hypothesis 2). However, the size of the effect is small, indicat-
ing either that capabilities do not play a large role in plural
governance decisions or that the two variables do not cor
rectly measure cities’ capabilities.

Hypothesis 3 is not supported by the results, and plural
governance does not seem to result from political changes at
the head of the city. Political effects were also tested in two
other ways: using a dummy that identifies the cities that have
had at least one change in political affiliation (instead of a num-
ber of changes), and with a finer distinction of political parties
instead of a simple left-or-right dichotomy. The coefficients as-
sociated with political variables are never significant across
specifications (tables of results are available upon request).The
results, by dismissing Hypothesis 3, provide stronger support

Original Research Article

for Hypothesis |: plural sourcing of public services is not the
result of ‘historical accidents, that is different decisions taken by
different mayors. Rather, it appears to be a deliberate choice
for improving the economic efficiency of public service
delivery.

Interestingly, denser cities rely more on complete external-
ization than on plural sourcing. Even if the result is rather
small (an increase of 1,000 inhabitants per square kilometer
results in a 3.2% increase in the probability of outsourcing,
see Tables 5 and 6), Mean density still plays a significant role.
The transaction-level analysis has shown that externalization
is more likely when uncertainty is low (Table 3), and, as un-
derlined before, dense cities face more demand for parking
services. They are, therefore, more likely to benefit from ex-
ternalization, because the supplier market is more competi-
tive. Thus, there is less of a need for plural governance to
employ benchmarking strategies in such municipalities, and
complete externalization is more likely to reduce the cost of
service delivery.

Unemployment does not seem to play a role in sourcing
decisions. This may be linked to the fact that citizens’ sensitiv-
ity for car park services is low (Levin & Tadelis, 2010), which
is in line with the previously discussed results on the Mean
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Table 7. Multinomial logit 3: considering the externalization to public companies as a distinct alternative

Private versus Public comp. Public versus plural Private Plural Public comp. Public
plural versus plural
Multinomial logit (MNL) Marginal effects at mean (MEM)
Mean debt — | .562%%% —2.358%* —0.955%* —0.224* 0.24 | ##* —0.054 0.037
(0.604) (1.013) (0.471) (0.136) (0.089) (0.042) (0.088)
Mean population —0.007 -0.019 —0.032%%* 0.003* 0.003** —0.000 —0.005%**
(0.007) (0.013) 0.011) (0.002) (0.001) (0.000) (0.001)
Mean income per capita —0.2 | 4% —0.698%*** —0.327%* 0.001 0.047##* —0.021 -0.027
(0.073) (0.210) (0.138) (0.018) (0.014) (0.015) (0.020)
Changes of affiliation 0.143 —0.245 —-0.340 0.082 0.005 —-0.009 —-0.078
(0.346) (0.588) (0410) (0.068) (0.056) (0.019) (0.060)
Mean density 0.215%* 0.193%* 0.112 0.036%#* -0.031* 0.002 -0.007
(0.098) (0.090) 0.114) 0.013) 0.017) (0.003) 0.013)
Mean unemployment -0.022 0.124 -0.094 0.003 0.006 0.007 -0016
(0.205) (0.374) 0.211) (0.033) (0.033) 0.011) (0.026)
Number of car parks —0.207* 0011 —0.056 —0.045%* 0.025 0.005 0.015
(0.107) (0.173) 0.131) (0.022) (0.017) (0.007) (0.019)
Constant 6.502%#%* 9.820%* 9.2 | 5k
(2.298) (4.131) (3.021)
N 97 97 97 97 97 97 97
Pseudo-R? 0.254 0.254 0.254

Note: Significance levels: ***p < 0.01, **p < 0.05, *p < 0.|. Standard errors clustered at the departmental level in parenthesis. This table presents the result

of a multinomial logit, where the dependent variable is the chosen method of management of car park services in 2010 (in-house provision, long-term
contracts with public companies, plural provision, or long-term contracts with the private sector). The ‘plural’ afternative is the base category and
corresponds to situations where the municipality chooses (1) to use both in-house provision and contracts with private companies, (2) to use both
in-house provision and contracts with public companies, or (3) to use both private contracts and contracts with public companies. The two left-hand
columns present the coefficients of the MNL, while the three right-hand columns display the marginal effects at mean.

income variable. However, our estimates may not be precise
because this variable could not be measured at the municipal
level.

Finally, the results indicate that we should see plural gov-
ernance as a distinct governance structure that can be
preferred to complete externalization (to private and/or
public firms) and complete in-house provision (Parmigiani,
2007). More specifically, the results show that indebted and
rich cities are more likely to resort to plural governance
rather than complete outsourcing and complete vertical
integration.

Conclusion, limitations, and future research

In this article, we aimed to study the behavior of local gov-
ernments through the lenses of strategic and public manage-
ment. Studies conducted in private settings are useful for
understanding plural governance as a strategic behavior, and
public administration studies allow us to better understand
the specificities of the public sector in general, and more spe-
cifically, of local governments and their management of public
services.
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We show that the level of uncertainty that characterizes
transactions negatively influences the probability of outsourc-
ing. But transaction-level analyses are not sufficient for under
standing cities’ sourcing strategies. Beyond the fact that the
explanatory power of the models in ‘Study of make-or-buy
choices: Transaction-level sample’ section is very low, an aggre-
gation at the city level is necessary to observe plural gover-
nance. City-level analysis shows that richer and more indebted
cities favor plural governance over complete externalization
and complete in-house provision. Our results indicate that plu-
ral governance is a distinct governance choice, which should
not be considered as an intermediate solution on a make-or-
buy continuum. Cities with high debt burdens are more likely
to implement strategies to increase economic efficiency of
service delivery, and larger and richer cities have the capabili-
ties to implement plural governance. We therefore contribute
to the contract literature: if transaction-related attributes are
an important dimension to design governance, we demon-
strate that contractor characteristics are equally important. As
contractors, cities have political and population traits that pro-
vide them with a specific style when they cope with transac-
tion problems. Contracting perspectives and resource-based
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view must then be seen as complementary approaches to
understand plural governance for the management of local
public services.

Our work is in line with recent studies that build bridges
between strategic and public management. When previous
studies have shown that plural governance is used by pri-
vate firms because it enables the use of benchmarking strat-
egies and gives valuable information to control for the
opportunism of suppliers (Heide et al, 2014; Kidwell &
Nygaard, 2011; Parmigiani, 2007), we demonstrate that
these insights are also helpful for understanding public ac-
tors' interactions with firms through local procurement.
Strategic management scholars have shown an increased
interest in interactions between public and private actors
because of their complexity (Cabral et al,, 2019) and their
importance in delivering social value (Quelin et al., 2017).
We believe that it is important to study the strategic behav-
iors of public actors, without ignoring their specificities,
which are mostly due to their public nature and exposure
to political factors (Spiller; 2008). By transferring contracting
theories to the public sector; we aim to shed light on the
importance of political dimensions in governance choices
for public services. Variables such as debt, unemployment,
income, or political affiliations must be taken into account
in empirical investigation of public actors’ behaviors.
Surprisingly, our results indicate that plural governance does
not result from political alternations at the head of the city.
This may be due to the fact that car park services are char
acterized by low levels of resident sensitivity (Beuve & Le
Squeren, 2016; Levin & Tadelis, 2010). Citizens may be more
sensitive to the mode of provision of other types of public
services, such as crime prevention or emergency medical
services (Levin & Tadelis, 2010).

We also believe that we contribute to the public manage-
ment literature, as our study adds knowledge about the sourc-
ing decisions of local governments. Although make-or-buy
choices have been extensively studied in the literature (Bel &
Fageda, 2009), they still need further investigation (Porchen
2016).We believe that adopting a strategic management per-
spective is useful for understanding the trade-offs that are at
stake in plural governance for local public services. Our results
indicate that studies that investigate governance choices as be-
longing to a make-or-buy continuum are likely to be biased, as
plural governance should be considered as a distinct gover-
nance structure. Our empirical findings also suggest that exter-
nalization is not necessarily the key to reducing costs associated
with the delivery of public services. Specific governance mech-
anisms, such as plural governance, appear crucial to control for
the opportunism of suppliers. We therefore believe that cities
should not only base their make-or-buy decisions on service
characteristics but also invest in contract-management capabil-
ities and adopt plural governance, especially when the risk of
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opportunistic behaviors from suppliers is high. Plural gover-
nance may also be crucial for public services that are particu-
larly important for citizens' welfare, and the ones that generate
high budget expenditure.

Our study, of course, has some limitations, which open ave-
nues for future research. First of all, our analyses could be en-
riched by the use of a larger dataset: the robustness of the
results and the precision of the estimates would be improved
with a higher number of observations. Finer-grained data
would also help to better measure transaction and city charac-
teristics. Transaction-level measures of asset specificity, man-
agement complexities, and need for capabilities, such as in
Levin and Tadelis (2010) or Brown and Potoski (2003), would
allow to better disentangle the potential theoretical explana-
tions for make-or-buy choices for each infrastructure. However,
this was not the main focus of the paper, and the car park
sector was chosen because of the high standardization of its
infrastructure. Moreover, finer data to measure city-level char-
acteristics would enhance our understanding of the rationales
behind plural governance. In particular; city capabilities could
be further investigated using measures such as the number of
employees in teams responsible for parking policies or past
experience of public employees. An additional questionnaire
would be needed to construct such measures.

The external validity of our results can also be questioned.
We believe that our results are not only useful to understand
the management of car park services, but also of other local
public services. If plural governance is used to increase eco-
nomic efficiency of service delivery, it can be used for every
service. However, public services may vary according to some
dimensions, such as their complexity or the sensitivity of citi-
zens. We believe that more complex public services are even
more likely to be managed using plural governance, because
internal provision is even more important to get access to
relevant information. We also believe that services that are
characterized by higher levels of resident sensitivity are more
likely to be influenced by political variables. This may be the
case, for example, for household waste collection. Citizens are
usually sensitive to the quality of this service (Levin & Tadelis,
2010), which is largely privatized in Europe as in the United
States. However, Bel, Fageda, and Warner (2010) have shown
that privatization of solid waste does not necessarily reduce
costs, and they highlight the importance of government man-
agement, oversight, and regulation to ensure the efficiency of
service delivery.We therefore believe that this kind of service
would typically benefit from plural governance.

Future research investigating the stability of plural gover-
nance over time and the influence of plural governance on
efficiency would be of particular interest. Our results indicate
that cities adopt plural governance because they believe it can
increase the efficiency of service delivery. A longitudinal study
would help to validate this interpretation: if plural governance
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is adopted as a strategy for decreasing costs, it should be stable
over time. Moreover, studies that would confirm — or disprove
— that plural governance helps to decrease costs are needed
to adopt a normative perspective on that question. More gen-
erally, while studies that assess the efficiency of sourcing modes
are particularly valuable, they require very precise panel data
in order to properly identify a causal effect. Such studies also
need convincing measures of public service efficiency, which
are often difficult and costly to construct. These limitations
open rich avenues for future research.
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