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The era of hybrid governance is here. More and more organisations occupy
a position between public and private ownership. And value is created not
through business or public interests alone, but through distinct forms of
hybrid governance. National governments are looking to transform their
administrative systems to become more business-driven. Likewise, private
enterprises are seeing value gains in promoting public interest in their cor-
porate social responsibility programmes.

But how can we conceptualise, evaluate and measure the value and per-
formance of hybrid governance and organisations? This book offers a com-
prehensive overview of how hybrids produce value. It explores the drivers,
obstacles and complications for value creation in different hybrid contexts:
state-owned enterprises, urban policy-making, universities and non-profits
from around the world. The authors address several types of value contents,
for instance, financial, social and public value. Furthermore, the book pro-
vides a novel way of understanding multiple forms of doing value in hybrid
settings. The book explains mixing, compromising and legitimising as im-
portant mechanisms of value creation.

Aimed at researchers and students of public management, public adminis-
tration, business management, corporate social responsibility and governance,
this book provides a theoretical, conceptual and empirical understanding of
value creation in hybrid organisations. It is also an invaluable overview of
performance evaluation and measurement systems and practices in hybrid or-
ganisations and governance.

Jarmo Vakkuri is a Professor of Local Public Economics at the Faculty of
Management and Business, Tampere University, Finland, and the director
of the research group on Public Financial Management.

Jan-Erik Johanson is a Professor of Administrative Science at the Faculty of
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Preface

This edited volume continues our fascinating journey through the rich
world of hybrids. Governing Hybrid Organisations, our first book (pub-
lished by Routledge), was an effort to explore the institutional space be-
tween public, private and civil society forms of institutional action. For us,
the most important aspect of that contribution was to practise our wonder-
ing method of how to identify and theorise about hybrid organisations and
systems in societies.

In this book, we want to take a step further to link the complex settings
of values and value-creation mechanisms with hybrid organisations in var-
ious contexts of hybridity. While we are aware of the societal interest in
pursuing what is “valuable,” there are a number of missing links between
value-creation mechanisms and institutional settings where value is cre-
ated and enacted. The mission of this book is not only to discuss how to
define hybrid organisations and hybrid systems in the evolving ecology of
institutional variants, but also to bring the value-creation efforts to the
forefront of the examination of hybrid action. Furthermore, we are all keen
on understanding the impacts of hybridity on value creation. This is par-
ticularly true when we encounter several competing institutional logics,
shared ownership structures, multiple funding schemes for important so-
cietal programmes and disputes over professional boundaries. Our interest
is based on the observation that there is already an emerging stream of
research addressing hybridity, hybrid governance and organisations as well
as research on values and value creation. However, the intellectual building
blocks that would enable a combination of these aspects of hybridity with
the dimensions of value creation have not been well formed. By exploring
the dissonance and ambiguities of value creation in hybrid settings, this
book constructs foundations for a better, more nuanced understanding of
hybrid value creation.

We wanted to attain broad global coverage to demonstrate the role of
hybrid governance and value-definition problems in different parts of the
world. More than ever before, it is time for researchers to become knowl-
edgeable about the variety of cultural conditions and mechanisms through
which hybrid governance evolves, as well as to become aware of what type



xx Preface

of value-creation problems we may then face. The cases we present, which
originate from all around the world, do not only serve as illustrative exam-
ples. Based on the framework of the book, we also see them as manifes-
tations of novel mixes of value, compromises of value definitions between
different sectors and actors or legitimisations of value propositions in a
given context. It was because of this that we wished to create an edited vol-
ume, and we believe that, through the inspiring process of several scholars
conducting research together, we are contributing to a more eloquent and
in-depth understanding of value creation in hybrid settings.

As always, research work includes numerous concurrent processes, each
of which has bearing on the others. There are three parallel processes that
have been of particular importance. First, alongside writing and editing
this book, we have been intensively working on our four-year research pro-
ject, “Performance measurement for hybrid governance” (HYPER), funded
by the Academy of Finland; this volume provides an important contribu-
tion and interesting extensions to this project. Second, the work on hybrid
value creation has taken place in guest-edited special issues of scholarly
journals such as Public Money and Management, which was published in
2017, and Journal of Public Budgeting, Accounting ¢& Financial Manage-
ment and Accounting, Auditing & Accountability Journal, which will be
published in the near future. Third, this edited volume is a result of long-
term collaboration amongst colleagues worldwide. An important outcome
of those efforts is the Special Interest Group (SIG) network Governing and
Managing Hybridity that, together with a large group of interested schol-
ars, we established in 2018 in the context of International Research Society
for Public Management (IRSPM). With this book, we are most pleased to
add something new to the continuing discussion of hybridity and hybrid
governance.
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1 Value creation among hybrids

Jarmo Vakkuri and Jan-Erik Johanson

The aim of the chapter

Irrespective of its significant impact on organising societal activities, the
valuation of economic and social action is a quagmire. Among other things,
it depends on the perspective we take on social and economic activities. It
has become commonplace to refer to the tension between financial and
social values, where “financial” value is associated with calculable forms
of worth resulting from the processes of market exchange and use (Lepak
et al. 2007) and where “social” value is a bricolage of service impacts on
different stakeholders and constituencies within society (Stark 2009; Do-
menico et al. 2010; Mazzucato 2018). In the public administration litera-
ture, the notion of public value (or values) has been conceived to describe
value creation in the public sphere as something that cannot be encap-
sulated in market transactions and their residuals (Moore 1995; Hartley
et al. 2017).

It appears complicated to link value creation mechanisms to the institu-
tional contexts where value is created and enacted. This chapter fills this re-
search gap by providing a theoretico-conceptual account of the dissonance
of value creation in the context of hybridity. By “hybridity” we refer to the
interface of public, private and civil society through distinct modes of own-
ership, parallel but competing institutional logics, a diverse funding base
and various forms of social and institutional control (Billis 2010; Johanson
and Vakkuri 2017). We contend that there is a significant lack of theo-
retical, conceptual and empirical understanding of value creation in the
context of hybridity and of the ways in which the dissonant characteristics
of value are conceptualised (Stark 2009; Jagd 2011), measured (Nicholls
2009), created and captured (Mazzucato 2015), blended (Emerson 2003)
and shared (Porter and Kramer 2011). We aim to improve the understand-
ing of the plethora of value concepts and value creation mechanisms in
the context of hybridity, where value has a mixed, polysemic and ambigu-
ous character and where institutions, organisations and networks of actors
may provide several categories of value simultaneously: value for society,
taxpayers and the public, as well as value for customers and shareholders
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(cf. Witesman and Walters 2015). The chapter draws from previous inter-
disciplinary research and theoretical thinking, and it uses empirical find-
ings from illustrative case studies for argumentation.

The chapter is structured as follows: First, we provide basic conceptual-
isations of value, values and value creation in society. Our aim is to pro-
vide a tentative synthesis of the mechanisms of “doing value” in society.
Second, we illustrate the context of hybridity and discuss how hybridity
is linked with value creation. The final section of the chapter presents the
conclusions.

Value(s) and value creation: what are we talking about?

Fundamentally, the puzzle of value creation is to define what is valuable
to human beings, institutions and societies. In terms of its political, in-
stitutional and even practical implications, the conceptualisation of value,
directly or indirectly, precludes the “rationality” and “usefulness” of social
activities. Depicting something as “valuable” makes it preferable to alterna-
tive choices of resource allocation, attention directing and political action.

Value may not be one single thing, service or good, which is why we often
tend to address value in both the singular and plural forms (Jorgensen and
Bozeman 2007; Meynhardt 2009). When we talk about one single value,
we often end up having discussions on whether anything can be trans-
formed into monetary value or wealth, or whether we should focus on more
elaborate and nuanced conceptualisations of value (Boltanski and Thévenot
20065 Mazzucato 2018).

Values are, by definition, contested concepts (van der Wal et al. 2006,
317), which is why value definitions cannot be monopolised by any disci-
pline or academic tribe. Instead, discussions of value have been predom-
inant in several disciplinary traditions, originally and most notably in
moral philosophy and the ethical reflections of the Greeks, as well as the
incredibly rich variety of subsequent discussions on how to define “right”
or “wrong” and “good” or “bad” and how to organise societal activities
based on those assumptions and principles (Hardin 1988; Elster 1989;
Moore and Grandy 2017).

In social life, values may be treated as the outcomes of social interaction
and communication, where something is valuable with respect to the con-
text of interaction. According to Stark (2011), those contexts of interaction
may be associated with economic exchange and monetary valuations, but
not necessarily. They may also be related to non-market orders of worth
that people hold dear and consider valuable in their lives. Stark offers three
different modes for such interaction. First, based on the Marshallian scheme
of economic equilibrium, we may use prices as a system of balancing the
accounts of agents. Second, we may use prizes of competitions and contests
to indicate the value of social activities. Modern social and institutional
life is becoming rife with ratings, rankings and tests of different types.
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Finally, we may praise activities and actors when they express imaginative
performance — that is, when they are able to inspire, move or amaze us
(Dewey 1939; Stark 2011). Moreover, the “worlds” of value constellations
may include different types of value hierarchies where some things have
intrinsic value, as they are regarded as goals or ends to be achieved, and
others have extrinsic value — that is, they serve as a means to higher ends
(Boltanski and Thévenot 2006; van der Wal et al. 2006; Gale 2019).

In economic and managerial thought, it has become common to concep-
tualise value through exchange and use. Lepak et al. (2007) described use
value as referring to specific characteristics of a new task or service whose
value is determined by users with respect to their expectations. Value mate-
rialises in the utilisation mechanisms of a given commodity or task. Value
in exchange is intrinsically embedded in the market- and transaction-driven
systems of societies. Here, the idea of exchange refers to the monetised form
of value that manifests itself in the process of transaction and exchange.
This can be observed from the “seller” side — the recipient of the monetary
value — or from the “purchaser” side — the investor in the transaction pro-
cess. This thinking yields several interpretations (Mazzucato 2015, 2018).

The public administration literature puts forward the idea that one should
talk about public value as something that has a life of its own. Hartley et al.
(2017) explored the concept of public value in the following ways: (1) as
contributions to the “public sphere” (cf. Meynhardt 2009), (2) as value ad-
dition through different institutional arrangements and (3) as the strategic
heuristics of the triangle approach proposed by Moore (1995). There have
been systematic attempts to conceptualise public value as related not only
to government activities but also to different types and levels of contribu-
tions to the public sphere (Jorgensen and Bozeman 2007; Meynhardt 2009;
Osborne et al. 2016; Bozeman 2019). If one loosens the assumption that
value is calculable, then the list of values tends to become longer. For that
purpose, an inventory is needed. Jorgensen and Bozeman (2007) identified
72 public values with respect to seven associations: (1) the public sector’s
contribution to society, (2) the transformation of interests to public deci-
sions, (3) the relationship between public administration and politicians,
(4) the link between public administration and the environment, (5) the
intraorganisational aspects of public administration, (6) the behaviour of
public sector employees and (7) the connection between public administra-
tion and citizens. With this extensive public value inventory, Jorgensen and
Bozeman were able to identify both the set of public values and the relative
proximity of different values.

Another interesting example of value constellations is the comparison of
public and private sector characteristics as “judgments of worth, principles
or standards which should have weight in the choice of action” (van der
Wal et al. 2006, 318). Following this idea, there is a value continuum or
a value panorama, where some values may be different in the public and
private sectors. For instance, impartiality and obedience may be inherently
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predominant in the public sector, while profitability and innovativeness
may be more emphasised in the business sector. On the other hand, there
may be common core values, such as efficiency and transparency, that are
relevant for both contexts. For example, efficiency is frequently linked with
New Public Management (NPM) reforms in the government, with the as-
sumption that efficiency is relevant due to NPM-type reforms (van der Wal
et al. 2008). The common wisdom is that governments apply the efficiency
principle because public organisations are being transformed into business
firms. This idea omits the fact that efficiency has been one of the corner-
stones of classic public administration discussion and that the problem of
efficiency has been how to allocate and organise scarce resources. Efficiency
is about being parsimonious (Simon and Barnard 1947), but it is both an
instrumental and a moral value. Using taxpayers’ resources in an attempt
to mitigate the absence of waste may also be considered a moral argument
(van der Wal et al. 2006).

(Obsession with) value neutrality and value creation in society

The dissonance of value conceptualisations has several implications for so-
ciety. Most importantly, it is complicated to find a coherent and conceptual,
let alone evidence-based, understanding for decisions to facilitate value in
society. It is easier for societies to discuss the “production” of value rather
than the value itself. Such ambiguity may explain the comprehensive yet
fairly biased discussion on the content of value vis-a-vis the production of
value. John Dewey was one of the early scholars who observed this. He
explored the ways to understand valuation, not merely as values themselves
but also through the conditions that generate value (Dewey 1939). This
was also a linguistic indication of the English language preferring verbs
over nouns; in human thinking, a link exists between the intellectual and
emotional, cognitive and affective and objective and subjective dimensions
of value. As always, such dissonance may be interpreted and used differ-
ently. It may be treated not only as a limitation to palpable value definitions
but also as a source of legitimisation and sometimes rhetoric manoeuvring
(Stark 2009; Aspers and Beckert 2011).

There are two important methods for bridging the variety of dimensions
of value. In the process of evaluation, value is assigned to a given good or
service based on fairly static principles or “criteria,” as they are frequently
called in contemporary evaluation research and practice. In other words,
an object is evaluated based on certain sets of criteria or principles, and the
process aims at assigning value to the objects based on the criteria. On the
other hand, the process of valorisation reflects an assumption of more dy-
namic characteristics of economic activity. Valorisation is an activity that
creates and increases value. While evaluation updates the value in a given
good or service, valorisation is about establishing or augmenting value by
doing (see Vatin 2013).
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Let us consider another viewpoint regarding the connection between the
form and content of value creation. This distinction is closely aligned with
the historically constituted emphasis on, or obsession with, value neutrality —
wertfreiheit — in the social sciences (Porter 1995, 2006). The idea is to view
ends as given and define the task of the scientist as the search for optimal
means for achieving those ends (Johanson and Vakkuri 2017). In neoclassical
economics, the attempt to insist on value neutrality was historically regarded
as pushing academic research into a more scientific and less value-loaded
mode of argumentation. The mission is to scrutinise the consequences of ac-
tions in terms of their “optimality” (Caldwell 1984). This is done by separat-
ing goals from action, because distinguishing them from each other allows an
analysis to focus on elements that may be considered more neutral targets of
scientific inquiry. This thinking has deep roots, particularly in neoclassical
economics, where quantification has played an important role in verification,
analysis and solid judgement and where “what is” instead of “what ought
to be” questions have been adopted as part of the programmes of positive
economics (Friedman 1953; Porter 2006). Such an assumption of value neu-
trality has been systematically questioned from the ethical perspective. The
proposition that, in understanding value creation, values can be treated as
exogenous and external may be somewhat confusing. It has constantly cre-
ated antagonism over whether the value problem should be addressed only by
people and institutions making individual and political choices or whether
scientific inquiry can contribute to seeking such a balance (Weber 1985).

In his seminal paper, Dahl (1947) discussed three important factors re-
lated to why and how public administration could be considered a scientific
discipline: (a) how should we deal with normative values influencing the
research designs in public administration, (b) how should we aim to cap-
ture the implications of human behaviour in public administration research
and (c) what are the implications of different institutional settings for how
politico-administrative systems should be scrutinised. Dahl’s argumenta-
tion can be understood as a reaction to scientific policy discussions at that
time on how academic disciplines should be legitimised. One important
way of legitimising public administration as a discipline was to argue that
scientific inquiry should be able to follow value neutrality. However, as
Dahl (1947, 3) maintained, “The student of public administration cannot
avoid a concern with ends. What he ought to avoid is the failure to make
explicit the ends or values that form the groundwork of his doctrine.” This
argument was part of an extensive scientific debate concerning the charac-
teristics of the public administration discipline with respect to how value
propositions should be integrated into research efforts. For instance, the
well-known debate between Herbert Simon and Dwight Waldo was about
determining the extent to which public administration research may be in-
fluenced or informed by value-laden assumptions of the social world, how
we should understand the connection between “values” and “facts” and
whether the public administration discipline should be developed as part of
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the family of social sciences or as a field of professional study (Simon 1947;
Waldo 1952; Raadschelders 2008). However, as Wright (2015) accordingly
maintained, there is probably much development in public administration
research that has contributed to a more comprehensive understanding of
the value-neutrality principle. It may be naive to commit oneself to absolute
value neutrality, but it is of utmost importance to acknowledge the impacts
of normative values on the setting and designs of public administration
research.

Value creation amidst hybridity

How to scrutinise the processes of doing value in society:
insights into previous research traditions

Research on value creation has primarily concentrated on “doing” rather
than “knowing” (Vakkuri 2010). Instead of concentrating on how we are
able to know the contents of value(s), research has emphasised the question
of how we act upon our (ambiguous and contested) conceptions of value.
This has contributed to the extensive proliferation of “doing” mechanisms
in the value creation literature. In practice, there exists a rich variety of
verbs, as representations of doing value, to define the ways in which value
could be produced, enhanced and facilitated. Table 1.1 provides one snap-
shot of such efforts in previous research.

The list is by no means exhaustive, but it vividly illustrates the different
doing mechanisms in the context of value creation. Interestingly enough,
the list characterises the doing mechanisms from the viewpoint of actors
(e.g. producing, using and co-producing value), as features and dynamics of
what is happening in the doing process (e.g. balancing, sharing and legiti-
mising value) and by specifying the impacts of the doing process on the ulti-
mate forms of value (e.g. the outputs of transforming, blending and layering
value, where some previous value categories have been modified into vari-
ants of value; Osborne et al. 2016). However, it is also fair to contemplate
that those three perspectives of value creation may be treated as institution-
ally hollow, as they are not able to explicate the specific implications of the
mechanisms in different institutional settings. For instance, “balancing”
value may vary across institutional settings with respect to the actors that
aim to balance value(s), the context-specific mechanisms through which
novel balances of value are fabricated and the impacts of balancing outputs
on the behaviours of actors in distinct institutional settings.

Conceptualisations of value creation in different institutional contexts
should be able to benefit more fully from the interdisciplinary richness be-
tween, for instance, public administration, political science, business stud-
ies and social policy. For that, we provide an illustration of hybridity and
connect it with the problems of value creation. Having discussed the prob-
lem of value creation in a general manner, we now move to the contextual
problem of value creation in hybrid settings.



Table 1.1 Value creation in prior research: the doing perspective
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Form of doing
value

Definition

Examples of
studies

Producing value

Using value

Exchanging
value

Creating value

Capturing value

Appropriating

value

Extracting value

Destroying value

Retaining value

Slipping value

Devolving value

Transforming
value

Sequential, transitive and organisation-based
creation of measurable and monetisable value

Specific quality of a task or service as it is
perceived by users with respect to their
needs

The realisation of the monetary amount
through the process of exchange from the
viewpoint of the seller or the buyer

The process through which an individual,
organisation or society develops novel and
innovative tasks and services for different
purposes, where resources are diverted
from known combinations to new and
innovative ones

The process through which actors that have
not been involved in the process of value
creation retain some of the value created
earlier, for instance, by the mechanisms of
competition or isolation

The process of distributing value to different
customers, stakeholders and the public;
sometimes used interchangeably with
“value capture”

The process of capturing value from agencies
that have created the value

A service delivery process in which the
interaction of actors and organisations
results in negative or even dysfunctional
impacts for the users and citizens

An organisation’s attempt to maintain the
value it has created, for instance, through
keeping the customers it has attracted

The process by which an actor loses some
of the value at the expense of clients or
other stakeholders that may benefit from
the utility of a service without the need
to provide adequate compensation; the
use value thus created is high, but the
exchange value is low

The process of giving away some of the value
created based on market power for the
customer’s sake

The process of value creation providing
radical changes to the original service or
task; for instance, market-type reforms do
not create “markets” as such, but instead
keep most policy goals in the policy
apparatus while introducing competitive
dynamics (markets) to the public sector

Ramirez (1999)

Bowman and
Ambrosini
(2000)

Lepak et al.
(2007),
Mazzucato
(2018)

Lepak et al.
(2007)

Coff (1999),
Jacobides
et al. (2006)

Teece (1986)

Mazzucato
(2018)

Plé and Gaceres
(2010)

Lindgreen et al.
(2012)

Bos-de Vos
et al. (2019)

Agafonow
(2015)

Johanson and
Vakkuri
(2017)

(Continued)
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Form of doing

Definition

Examples of

value studies

Sharing value The process through which the value created Porter and
can be shared with other constituencies Kramer
and stakeholders; for instance, (2011)

Blending value

Complementing
value

Competing
value(s)

Contradicting
value

Oscillating value

Layering value

Balancing value

Co-producing
value

Justifying value

business firms creating strategies for
competitiveness simultaneously “share”
some of that value with the community
Amalgamating new combinations of value
from original value elements, where new
elements are no longer discernible from the
old ones; this may include mixing financial
and social value into blended aggregates

Exploration of complementary resources
and assets to create value or to capture
the “greatest possible amount of surplus,
regardless of whether others emulate the
ideas or not.” (Jacobides et al. 2006, 1217)

Value creation may incorporate multiple
values that are in competition with
each other (e.g. in health care systems,
organisations may pursue professional and
business value simultaneously); institutions
practise different strategies to manage such
competition

Incompatible mechanisms of value creation
may lead to a situation where an
organisation or institutional field has to
adopt distinct institutional logics that are
in opposition to each other

Temporal splitting of value into
subcomponents that may or may not
contribute to value creation in the long run

Turning original value constellations into
new constructs where the historical value
layers remain visible

The conscious search for an appropriate
combination of different value
constellations to reach compromises,
for instance, in the context of social
enterprises

Producing value through synchronic,
interactive and multi-actor-based
networks, often together with customers,
citizens and stakeholders, with an
empbhasis on social change

The process of legitimising value creation,
through disputes, to different stakeholders
and constituencies, with respect to
different “worlds” of value

Polzer et al.
(2016),
Emerson
(2003),
Nicholls
(2009)

Jacobides et al.
(2006)

Thornton
and Ocasio
(1999), Reay
and Hinings
(2009)

Pache and
Santos
(2013), Reay
and Hinings
(2009)

Jay (2013)

Polzer et al.
(2016)

Pirson (2012)

Ostrom et al.
(1978),
Ostrom
(2009),
Ramirez
(1999),
Osborne
(2007)

Boltanski and
Thévenot
(2006), Stark
(2009)
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Characterising hybridity and hybrid governance

With respect to pursuing important but highly complex societal goals, such
as improving the level of education, fighting environmental pollution and
maintaining infrastructure, it is difficult to disentangle the goals of pub-
lic organisations from the contributions of private- or civil society- based
activity. It is important to explore the space between public and private
forms of action, the realm of hybrid organisations and hybrid governance
(Johanson and Vakkuri 2017). Hybridity with all its characteristics pro-
vides not only an important extension but also new dilemmas for value
creation efforts.

Hybridity refers to the combination of two or more pure species that
integrates original species in a novel manner (Skelcher and Smith 2015;
Johanson and Vakkuri 2017). Therefore, hybridity may be seen as a form
of impurity. Biological analogies lack a clear reference point in institutional
life, as organisations do not have DNA to enable breeding or a definite
length of existence. In social and institutional settings, hybridity may refer
to several enmeshed aspects, such as politics and administration (Aberbach
et al. 1981), markets and hierarchies (Powell 1990; Williamson 1999) or a
multiplicity of professional expertise (Noordegraaf 2007). The governance
of societal activities combines features of both private and public manage-
ment and action. The following important forms may be identified:

a mixed ownership between public and private actors (e.g. state-owned
enterprises pursuing politically driven goals while exploiting business
logics and operating in global financial markets [Thynne 2011])

b goal incongruence and competition between institutional logics, for
example, the logic of profit-seeking vis-a-vis the logic of effectiveness,
and social impacts (e.g. health care firms using business logics sup-
plementing or replacing the public provision of health care, or social
enterprises attempting to “do well by doing good” [Reay and Hinings
2009; Kreps and Monin 2011; Pache and Santos 2013; Ebrahim et al.
2014])

¢ multiplicity of funding arrangements between public and private ac-
tors, including investors and financiers (e.g. several types of public—
private partnership arrangements in financing public service delivery
[Hodge and Greve 2009])

d  public and private forms of financial and social control, including reg-
ulatory control of the markets, professional self-control and customer-
driven market control within a single system of service delivery (e.g.
multifaceted control and audit systems of organisations operating
based on professional clan control and customer-driven satisfaction
logics [Power 2000])

Some of these features have increased due to market-based reforms driven
by the quest for modernity and legitimacy, whereas others involve the
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timeless questions of organising and service delivery explained by the in-
herent complexities of goal setting, resource allocation and measurement
(Skelcher and Smith 2015). It is difficult to see hybrids and hybridity merely
as inventions of the NPM (let alone the new public governance) epoch.
As Badian (1983) succinctly argued, even the ancient Romans had hybrid
forms of governance, including the societas publicanorum model for publi-
cans conducting outsourced activities for the Roman government as private
entrepreneurs. Apparently, there were sophisticated and multilevel models
of governance where publicans, through contracting schemes and some-
times through networks of societates, were executors of several public du-
ties, such as maintaining local facilities and collecting taxes (Poitras and
Willeboordse 2019).

However, the perceived impurity of hybrid governance has raised concerns
regarding how to tame the monstrous characteristics of hybridity (Vakkuri
and Johanson 2018). One conspicuous argument was offered by Jane Jacobs
(1992), who suggested that even though governments and markets have de-
ficiencies, both are needed by society. The real threat comes from the intro-
duction of monstrous hybrids combining hierarchical government with fluid
business practices, which corrupt government activity and distort healthy
profit-seeking. Societies and social decision-making systems favour clarity
and consistency, which motivates them to apply clear, divisible and easy-to-
measure categories of institutional activities. In such a context, hybridity
manifests itself as a threat to clarity and consistency, accounting for ambig-
uous forms of organising that are in constant need of simplifications.

Governance deficits and a lack of accountability have led to discussions
about which models and instruments could be used to ensure the efficient and
sustainable provision of public services (Osborne 2007). The design and ef-
fects of governance reforms and governance issues, such as high-performing
management structures, are of special importance. What about the third
sector — that is, the realm of non-profits and other voluntary organisations?
Hybridity can be seen as a result of a layering or sedimentation process of
steering mechanisms such as traditional public administration, NPM and
new public governance joining public, private and third-sector activities.
Moreover, hybridity also exists in identities, actions and practices in which
the agents are real people executing their duties (Noordegraaf 2007). Politi-
cians, public and business managers, street-level workers and professionals
work together in hybrid settings. It is crucial to explore the links between in-
stitutional structures, logics and the people in different settings of hybridity.

From multiplicity of values to multiplicity of value
creation logics

Value has a mixed, polysemic and ambiguous character (cf. van der Wal
and van Hout 2009). In principle, hybrids should be able to provide sev-
eral distinct categories of value simultaneously. This is primarily because
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an important part of value that is relevant to societies is not created
through business firms or the governments alone, but as a collaborative
or “collective” process with complementary resources, capacities and
capabilities (Mazzucato and Ryan-Collins 2019). For instance, private
enterprises attune themselves not only to providing value to their share-
holders but also to satisfying the needs and demands of their wider stake-
holders. On a global scale, corporate social responsibility may operate
in quite different social conditions. Within the developing world, cor-
porate responsibility for the well-being of employees can function as the
main source of social and health benefits. Such responsibility guarantees
a safety net for employees in case of negative incidents affecting employee
well-being. To put it otherwise, corporate responsibility may well exceed
legally stipulated requirements in circumstances in which the government
cannot meet the citizens” demands for services. The promotion of societal
objectives can be lucrative for achieving business goals, increasing the
reputation of the enterprise and attracting prospective employees to the
company.

In economic thought, common-pool resources and club goods provide
one platform for the analysis of value creation in conditions of externalities
and difficulties in the exclusion of possible beneficiaries. The principles
of valuation can contradict one another, and within the hybrid context,
the valuation of performance relates to multiple and possibly conflicting
perspectives. Despite its ambiguities, hybrid governance can be a viable
solution to the value creation problems of society. The legitimacy of the
goals, outputs and outcomes may serve as a source of continuity of hy-
brid activities. We can tolerate ambiguous entities due to their noble goals
of doing good for society while doing well in financial terms (Kreps and
Monin 2011).

Value means different things to different people, institutions and or-
ganisations. Accordingly, doing value incorporates the intrinsic charac-
teristics of polysemy and ambiguity. Our illustration of the verbs of doing
value (Table 1.1) indicates that most of such doing involves combining
previous or existing categories of value. This may explain why and how
actors “blend,” “share,” “mix” or “co-produce” value. Moreover, within
an institutional system, some actors “produce” value, while others “cap-
ture,” “appropriate,” “retain” or sometimes “destroy” value. Based on
such reasoning, value cannot be encapsulated in one single definition or
concept, let alone in a single index or measure. Rather, we are dealing
with different types of value simultaneously. How can we understand such
multiplicity?

Value creation logics may be treated as highly central to the institu-
tional functioning and survival of hybrid activities and organisations
(Besharov and Smith 2014). Hybrids intend to meet varied demands and
expectations from different institutional environments with multiple in-
stitutional logics. Therefore, multiplicity, competition and, sometimes,

» o«
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the conflict of institutional logics have an important impact on the ways
in which hybrid institutions create value. Let us consider two variations of
value creation logics in hybrid settings. First, different value creation log-
ics may co-evolve separately in a single hybrid setting. The problem may
be the simultaneity of incompatible value creation logics and managing
the respective complications of distinct value creation logics. Paradoxes
may exist at different stages of such managerial endeavours. For instance,
health care organisations may include separate and conflicting value cre-
ation logics, of which some focus on facilitating business value while oth-
ers pursue social or professional value (Jay 2013; Pache and Santos 2013).
Second, the object of value creation efforts — value(s) — may become hy-
bridised through distinct value creation logics. We may see mechanisms of
blending, sedimentation and layering, each of which represents different
nuances in the dynamics of value creation processes. The outcomes of
value creation are different from what they were at the previous stages of
institutional design.

As regards the role of multiple constituencies in value creation, several
forms of hybridity may be recognised. For instance, in social enterprises,
it is important to distinguish customers from beneficiaries and analyse the
implications for value creation. Integrated hybrids are able to pursue their
missions by integrating beneficiaries with customers. For example, micro-
finance organisations may pursue both business and social goals by pro-
viding loans to their customers (Ebrahim et al. 2014). On the other hand,
in the case of differentiated hybrids, where customers and beneficiaries are
separate groups, serving customers does not contribute to the welfare of
beneficiaries, or vice versa. For these hybrids, producing business value is
different from producing social value.

In hybrid settings, multiple institutional logics have often been con-
sidered a source of competition between logics (Kreps and Monin 2011;
Quélin et al. 2017). Multiple logics sometimes contribute to conflicts in
institutional settings; in others, multiplicity may be a source of innova-
tions. We may talk about logic compatibility, consistency and coherence
of multiple logics in creating and reinforcing higher performance and
successful organisational action. The greater the compatibility of distinct
value creation logics with respect to the goals of the organisation, the
more stable and more aligned the hybrid organisations will be (Binder
2007; McPherson and Sauder 2013; Besharov and Smith 2014). However,
the multiplicity of value creation logics also coalesces with the compe-
tition and conflicts of logics. It may not be easy to identify the winners
and losers of value creation logics, as this depends on how we see the
temporality of value creation logics. In other words, the plurality of value
creation logics may imply not only competition and conflict but also har-
mony and collaboration. A conflictual setting might be a transitory phase
or a more stable and permanent form of interaction between logics (Polzer
et al. 2016).
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Linking value creation mechanisms and bybridity

We are interested in exploring the impacts of dissonance — that is, diverse
and ambiguous criteria for valuation and performance evaluation in hybrid
settings of governance and organisations. We explore three mechanisms
of value creation pertinent to hybrid settings, systems and organisations:
(a) mixing, (b) compromising and (c) legitimising value in hybrid settings
(Figure 1.1).

Mixing distinct value categories may take several forms. One common
feature of these forms is the act of combining some previous or existing
value categories with the aim of contributing to novel variants of value. For
instance, hybrids may blend value by amalgamating new combinations of
value from original value elements, where new elements are not discernible
from the old ones. Furthermore, there may be layered mixes of value where
hybrids turn original value constellations into new constructs where the
previous value layers remain visible.

Mixing forms of value may be understood through analogies of the
chemical process of combining physical ingredients with each other. Using
this analogy, mixing may be a conscious process of combining two sub-
stances into a single entity, as in adding milk in your cup of tea. However,
it might also be an accidental process which does not require particular
human information processing, such as spilling your tea on the tablecloth,
thereby producing a mess of stained textile and unconsumed beverage. Fur-
thermore, experimental mixing may well combine conscious attempts with
accidental elements, as in experimenting with substances without knowing
their reactive outcomes. Have you ever tried putting milk in your lemon
tea and been surprised as the liquid begins to curdle? In a similar fashion,
mixing forms of value in hybrid settings of institutional activities may take
place intentionally or unintentionally. The former refers to mixing forms of
value “by design,” whereas the latter relates to mixing forms of value “by
default” (Johanson and Vakkuri 2017).

Mixed
ownership Mixing
values

Goal incongruence &
competing

institutional logics .

. Compromising

Multipliciy of Hybrid governance on values
funding

arrangements

Public and private Legitimising
forms of financial values

and social control

Figure 1.1 Linking hybrid governance with value creation mechanisms.
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The growing outsourcing of government activities coincides with the
global increase in market regulation. Another type of development is
manifested in the increase of cooperative practices between individuals,
communities, organisations and societies. The rise of networks between
individual and collective persons makes it difficult to disentangle public
and private actions and actors from one another. What are the practices
by which public and private goals enmesh in the day-to-day routines of or-
ganisational life, whether in management-led hierarchies, loosely coupled
networks of voluntary activities or professional-dominated communities?
How do the actors cross the lines between public and private operators?
How do the clashes between professionals and management relate to the
distinction between public and private values? The dilution of the public—
private distinction into multi-actor networks invites empirical scrutiny
of the practical occurrences of public—private interactions. Some of these
practices might present designed interaction patterns, such as public-
private partnerships, while others might represent ad hoc solutions to un-
anticipated emergent problems. Hybrid settings may create value through
important, sometimes unexpected, mixtures of public, private and other
forms of institutional action (Godenhjelm and Sjoblom in this volume).
This may result in new forms of social capital in society, forms of har-
vesting the long-term legitimacy of institutions or complementary sets of
resource combinations between public and private sectors (Vakkuri and
Johanson 2018).

One important example of a “by default” form of mixing value is the
market emulating reforms of the past decades. A more businesslike, effi-
cient and streamlined government has long been expected to save the fi-
nancial resources of taxpayers and provide more customised services for
citizens. Political influence on society, regulation of industries, demands for
openness and transparency and public scrutiny of production point to the
idea that government goals remain part of the resulting market arrange-
ments. With respect to the value created, it would be tempting to assume
that through this transformation from “hierarchies” to “markets,” or from
“public” to “private,” there would be additional gains in value. In other
words, there would be transformative value created through efficient mixes
of public and private characteristics of management and finances (Mazzu-
cato and Ryan-Collins 2019). However, no solid evidence of that exists
(Hood and Dixon 2015). What makes this transformation interesting is
the way such a process creates new value creation logics and new forms of
value that are no longer private or public but something in between — that
is, hybrids. They become transformed, blended and hybridised (cf. van der
Wal and van Hout 2009). Mixing business-driven, managerial processes
with public sector service delivery to attain transformative value in gov-
ernments does not necessarily create pure markets but instead aims to keep
most public policy goals in the policy apparatus while trying to introduce
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competitive dynamics and market-type mechanisms to the public sector.
Some value may thus be created, appropriated and complemented, and
some value will most probably even be destroyed. What is important is the
mechanism by which public policy rationales turn into often unexpected,
unintentional outcomes of value creation.

Hybrids need to reconcile the different competing value creation log-
ics by establishing compromises between them. Compromising forms
of value creation in hybrid settings concerns solving explicit or implicit
grievances among the interacting parties. This is particularly relevant in
hybrid settings due to the importance of managing contradictory and even
conflictual value creation logics. In a sense, we are no longer dealing with
incidents in natural world analogies, but with social action among human
beings and institutions. Not only does compromise require conscious at-
tempts to reach meaningful social outcomes, but there is also an element
of reciprocal interaction in the process. A compromise implies that the
interests of both (or more) parties are taken into account in the resolution,
and none of the parties gets to realise all of its interests (cf. Katoh in this
volume).

Therefore, within hybrid organisations, a compromise may not always
be fair, as some participants may need to give up more of their interests
and preferences than they would like to, for the sake of compromise. Yet
compromise is required to deal with the incompatibility of competing
and conflicting value creation logics. Such an effort may involve a great
deal of “balancing,” “sharing” or “blending” (Rajala in this volume). It
may even include what Pache and Santos (2013) referred to as selective
coupling. This indicates that when compromising between competing
logics of value creation, hybrid organisations do not necessarily appro-
priate one total structure of logics for one specific purpose. Instead, they
may use multiple logics to serve several parallel purposes and external
demands. They shop for different characteristics and substructures of
value creation logics. For instance, health care organisations may select
some features of “social welfare logic” to justify their strategies and ac-
tivities while still keeping most of the focus on business interests and
values.

How are value creation efforts legitimised? For hybrids, this may be seen
as an example of institutional impurity, suffering from a tension between
hollow politics and lousy business. This is a significant puzzle. How do
they measure the multitude of produced values? Who is to be credited and
who is to be blamed for the results of public—private actions? The meas-
urement of private and public activities is not easy, but the measurement
of performance becomes even more complicated as the outcomes comprise
qualitatively different measurement categories in hybrid settings. From the
internal point of view, hybrids are inherently attuned to catering to the de-
mands of multiple audiences: the government, citizens and clients, as well
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as the competitive markets. This is equally reflected in value creation. Mar-
ket or industrial logic is but one option in hybrid value creation. Hybrids
can embrace, alternatively, the values of environmental sustainability, the
safety of home or the social capital in the networked project environment.
Hybrids can mix these elements in their performance. The actual forum
often makes a difference in defining the actual performance of public—
private actions.

Therefore, in terms of legitimisation, the multiplicity of value creation
logics is both a curse and a blessing for hybrid organisations (Johanson
and Vakkuri 2017; Karré in this volume). Incompatibility of logics may
cause tensions, conflicts and locked-in problems, resulting in ambiguous
and inconsistent forms of value, but they also give leeway to decide how to
legitimise value for different audiences. Hybrid organisations may some-
times wish to remain hidden just because it is rational for them to do so.
Different stakeholders and audiences are aware of the dissonance of value
creation mechanisms and forms of demonstrating value. Hybrids may have
the option to choose the modes of value they wish to demonstrate and not
to disclose those forms of value they wish to hide.

Thus, gaining approval for activities provides constant complications to
the value creation process. Consider the audience that needs to be convinced
of the existing value creation regime. Legitimisation of value creation might
proceed through practical logic (it works), through tradition (it has been
around for a while) or with trust in the community (they are able achiev-
ers). Furthermore, a number of concrete empirical subjects may capture our
attention to value creation, such as environmental, civic or project values,
which may alter and augment existing value creation regimes. Success in
the value creation regime can be witnessed in the compliance and resistance
of external audiences.

A widely known recipe for solving the legitimisation problem origi-
nates from the early institutional discussion on decoupling (Meyer and
Rowan 1977; Bromley and Powell 2012). Incompatible elements of value
creation are divided into two categories: those of symbolic elements that
are used to conform to external legitimacy demands and those of actual
operations that are needed to fulfil the everyday activities of the organisa-
tion. To legitimise their activities, hybrids are motivated to say one thing
and to do another (Brunsson 1989). This solution may make sense and be
feasible. In a more general sense, hybrid contexts are subject to specific
forms of gaming in the legitimisation of value. With multiple audiences,
it is tempting for hybrid organisations to make loose promises, as it is
highly unlikely that the accountability system would be able to grasp
all the broken promises or even attribute credit or blame in evaluating
whether the broken promises are due to the success or failure of hybrid
activities.

Table 1.2 synthesises our discussion on the three forms of value creation
mechanisms: mixing, compromising and legitimising.
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Mixing, compromising and legitimising value in the
context of hybridity

This framing chapter explored two significant perspectives of value crea-
tion efforts. First, the notion of value creation is indeed a quagmire. Value,
values and value creation are highly ambiguous constructs. It is not difficult
to decipher that it is far easier to analyse optimal means to achieve value
and value creation than to find consensus on what is valuable to people,
institutions and society. Therefore, it is understandable that the analysis
of form is often regarded as scientifically more legitimate and purposeful
than analysis of the content. Perhaps this is one explanation of how human
intelligence, with its variations of administrative pragmatism, manages to
cope with concepts with no unequivocal content.

Second, our aim was to explore how the concepts of value creation and
hybridity can be understood together, as with such combinations, societies
aim to tackle highly important but complicated problems, such as support-
ing health, improving social and environmental sustainability and facilitat-
ing liveable communities for the urbanising world. The special mission of
the chapter was to associate the value concepts and value creation mech-
anisms with the contexts of hybrid governance, where value has an am-
biguous character and where institutions should often be able to provide
several categories of value simultaneously. How is this possible? How can
we understand the mechanisms of generating and doing value in hybrid
settings with the multiplicity of ownership structures, diversified sources of
funding, competing and conflicting institutional logics and mixed forms of
social and institutional control?

In the chapter, these questions were addressed by unravelling the ba-
sic characteristics of value creation. This elucidates the rich variety of
doing mechanisms in value creation, but without context-specific links
to characteristics that would be important for understanding links be-
tween public, private or third-sector actors and organisations — let alone
institutional logics shaping the behaviours of such organisations as well
as professions, managers and people. Based on such reasoning, it makes
sense to argue that some forms of value creation may be more present
and important in certain institutional settings than in others. However,
even more important is the way in which the links between value creation
and hybridity may be comprehended. In the chapter, this was analysed
through complexities in governing and managing conflicting value cre-
ation logics within a single hybrid setting to make sense of hybridised
products of value creation in society, as well as to explore value creation
through multifaceted interactions of different levels of hybrid governance.
This has motivated us to reflect on three forms of value creation mech-
anisms relevant in the context of hybridity: mixing, compromising and
legitimising. Mixing is pertinent, because the impetus for combining value
creation logics and value propositions becomes particularly crucial in hy-
brid settings. Compromising is important, because seeking and finding
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compromise over parallel, competing and sometimes contradictory value
creation logics is necessary for the institutional survival of hybrids. Fi-
nally, legitimising matters, due to the fundamental nature of hybrids,
which, as outsiders of the “safe” and already legitimised public and pri-
vate categories of institutional life, need to find their institutional niche in
an innovative manner. As discussed, this is not only a curse for hybrids; it
may also open up new avenues for strategic thinking, unexplored activi-
ties and novel institutional choice.
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2 Presenting the topics of the
volume

Jarmo Vakkuri and Jan-Erik Johanson

This volume builds conceptual foundations to understand hybrids’ value
creation in their institutional contexts, offering insights into the dynamics
of hybrid action and providing descriptions of the multiple levels and ra-
tionalities of their survival and productive capacities. This volume’s chap-
ters offer a variety of contexts, conditions and processes for hybrid activity
and settings that address several types of value “content,” for example, fi-
nancial, social and public value, further characterised by multiple “forms”
of doing value. The myriad of value-creation concepts introduced in Chap-
ter 1 gives rise to the analytic distinction into mixing, compromising and
legitimising value. This edited volume is organised thematically based on
these conceptualisations (Figure 2.1).

The book covers a variety of geographical locations, such as Europe,
Asia and South America. In terms of hybrid contexts, the chapters deal with
state-owned enterprises, universities, health care services, urban develop-
ment, pension policies, social services, voluntary action, boundary-crossing
activities and project work. Some of the research subjects, such as state-
owned enterprises and universities, are more or less hybrid in nature in in-
corporating parallel, and sometimes incongruent, goals. Other institutional
contexts, such as social service production and voluntary action, have de-
veloped hybridity to generate new forms of value and find ways to adapt to
changing environmental conditions. Hybrids need tools to create mutual
understanding of their motives, actions and goals. For them, strategic goals
and performance measurement can work as boundary objects in building
common points of comprehension.

This book highlights hybrid activity’s problems and complications, but
the chapters also present hybrids’ advantages in terms of their value-creation
potential. We wish to highlight that hybrids contain both value-generation
and value-destroying elements. Indeed, hybrids are equipped with multiple
rationalities and value-creation logics. For us, this means that finding their
value-generating capabilities requires not only thoughtful scrutiny but also,
to some extent, new explorations of the ways in which our fairly limited
notions of value creation could be revisited in the first place. Fundamental
virtues of value creation need to be combined with the idea of hybrid ac-
tion, which involves a multiplicity of goals, audiences and accountabilities.
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Figure 2.1 Exploring value creation perspectives in hybrid governance.

The problem of understanding value creation in hybrid contexts lies in the
difficulties in dealing with such multiplicity.

Chapter descriptions

Mixing value forms in the context of hybridity

Value has a mixed and, therefore, ambiguous character. As hybrids should
be able to provide several distinct categories of value simultaneously,
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mixing as a value-creation mechanism becomes important and, to some
extent, necessary for institutional survival. Mixing refers to the process of
combining previously created or existing value categories. The aim is to
contribute to novel variants, blends and layers of value, the characteristics
of which are addressed eloquently in the chapters of this section.

The examination of Brazilian state-owned enterprises (SOEs) demon-
strates the inherent problems present in the demarcation line between
government and business, and between public interest and profit-seeking.
Moreover, Fontes-Filho and Carris de Almeida’s discussion showcases so-
ciety’s constellations, as well as the distinction between the trust within
tightly knit community groups and a lack of trust in members of other
groups in society. SOEs can be viewed as one way to integrate fragmented
interests into large conglomerates, which cannot be reached otherwise due
to problems in bringing communities together. In this sense, SOEs’ func-
tioning mirrors society’s functioning, but SOEs also provide solutions to
societal problems. Of course, some of the difficulties originate from as-
pects of Brazil’s political system and its various complexities, but the exam-
ination illustrates the need for perseverance and patience in the operation
of hybrids, which are well-characterised by the distinction between “the
house” and “the street” in Brazilian folklore. Tolerance of ambiguities and
conflicts is a valuable commodity in governing with contradictory goals in
a single system of decision-making. Thus, the solution created is far from
perfect, but it may be able to mix some value forms that would remain
hidden otherwise.

The combination of hybridity, value creation and the university context
resembles a Russian nesting doll, with multiple internal layers that each
decrease in size. The nature of hybridity changes in moving from the uni-
versity system level to the analysis of academics and professionals in per-
forming their day-to-day duties. Pekkola et al. study the impact of nested
characteristics of hybridity on value creation at universities. Nestedness
manifests itself broadly in value regimes. Within the system level, compe-
tition exists between preferred types of public values, whereas among aca-
demics and professionals, a rivalry exists over professional values. Nested
hybridity portrays a battlefield with multiple frontiers and uncertain re-
sults. While higher education systems are tools for economic progress and
political control, they also reflect professional groups’ relative power posi-
tions. The outcome of these struggles is highly indeterminate and extends
any simplistic notions of managerialism, as the value of knowledge produc-
tion depends on the type of production regime. Nested hybridity enables
us to view the highly sophisticated system of institutional mechanisms that
shapes both internal and external dynamics in higher education. Further-
more, the multiple levels of hybridity elicit the idea that higher education
institutions are robust in their constitution not because of their influence or
strengths but due to their fundamentally fragmented constellations, which
evade straightforward implementation of any single-minded policy goals.
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The case example of Chinese bike-sharing practices, by Xu and Lu, ex-
plores the process of mixing value among different actors at different levels
of hybrid governance. The chapter links an interesting day-to-day activity
with important and complicated problems of urban transportation in big
Chinese cities. In addition to public provisions, private enterprises offer bike
sharing to their customers, aided by web-based charging and GPS searches
for their location. The activity’s sheer size is staggering. It is estimated that
in China in 2017, nearly 20 enterprises launched operations comprising
20 million bicycles. The governance question relates to the choice between
public and private provision of the service, as well as logistics, for example,
storage spaces for the bicycles, recycling retired bicycles’ parts and deal-
ing with bike vandalism and theft. This Chinese case illustrates some of
the important policy problems in mixing value forms among citizens, cit-
ies, central government, private enterprises and non-profits. Furthermore,
it demonstrates how value mixes may be understood as multifaceted and
multilevel relationships that facilitate common “goods,” as well as regulate
“bads” and undesired consequences. Societal contexts instigate highly di-
versified bases for value creation in important policy settings, such as urban
sustainability.

Godenhjelm and Sjoblom portray projects as octopus-like arrangements
that incorporate mixed ownership, goal ambiguity, varied forms of finance
and different sources of social control. Projects are equipped to integrate
several participants in temporally bound endeavours, not only governments
and businesses but also voluntary actors and non-profits. Regarding value
creation, projects can produce trust, create shared learning experiences and
might help adapt to changing conditions by mediating conflicting interests.
Moreover, projects are instrumental in crossing the boundaries of multi-
level governance between supranational goals and local action. Indeed,
projectification introduces a novel aspect in hybrid arrangements. Projects
are not, by definition, hybrids in combining public and private interests to-
gether, but they have the ability to do so. In other words, with the strength
of adapting to rapidly changing environmental conditions, projectification
incorporates an important potential to facilitate public value creation. The
value of such efforts cannot be assessed solely on the basis of the success
of projects as mere “projects,” but rather on their integrative function of
joining people and actors together who would have been disconnected oth-
erwise. In particular, for projects with hybridity characteristics, this should
be an important criterion for defining the value and effectiveness of pro-
jects’ efforts.

Compromises in value creation in hybrid settings

Due to the importance of governing and managing competing, in many
cases, contradictory and even conflictual, value-creation logics, compro-
mised value-creation mechanisms are deeply embedded in hybrid settings.
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Actors and organisations are incentivised to reconcile competing value-
creation logics by establishing different types of compromises between
them. In this part of the book, the authors seek to understand the richness
of compromising processes in hybrid activities and the respective impacts
of such compromises on hybrid value creation.

The chapter by Campanale et al. associates the multiplicity of different
actors’ values within a hybrid governance setting with how that multiplic-
ity might be addressed in performance-measurement solutions. The study
draws on two cases of non-profit hybrid organisations in the context of so-
cial services in Tuscany, Italy. The two organisations are similar in terms of
several hybridity characteristics. They both rely on citizen participation and
the mission of mutual solidarity in managing social services. A shared per-
spective on compromise regarding performance measurement also exists.
The community values of cohesion, mutuality and welfare appear in per-
formance measurement, whereas funders’ perspective in terms of efficiency
and standardisation of services is largely absent. The chapter addresses the
issue of the most vulnerable groups in society. The way in which the needs
of the most marginalised groups are taken care of tests any society’s moral-
ity. Hybrid arrangements are instrumental in channelling multiple sources
of funding and resources to those whose voices do not easily capture the
attention of corporate boards of directors or political decision-makers. The
chapter makes us recognise that the multiplicity of value perspectives may
create complicated choices for performance evaluations, as well as facilitate
opportunities to develop more comprehensive and inclusive performance
measurement systems. Contemporary theoretical thinking clearly lacks an
in-depth understanding of rationality ideals in hybrid contexts in which
dealing with multiple values actually may be a virtue for measurements.

An enduring dilemma facing value creation among hybrids concerns
the problem of boundaries. Value is created, produced and facilitated by
different sectors, professions and institutional cultures, making boundary-
crossing activities particularly important among hybrid settings. Problems
with comprehension, comparison and compatibility arise, requiring active
involvement of the participants to solve these obstacles and create com-
promises on value creation. This does not point to a political idea on find-
ing a compromise but rather to a fundamental need for connection and to
understand others. When faced with different ideas, logics and practices,
boundary objects serve as devices for establishing meaningful interactions
and mutual comprehension between individuals of different institutional
backgrounds. Tomi Rajala elaborates on hybrids’ boundary objects in their
formation of goals and performances. The chapter provides insight into
the often incidental nature of selecting boundary objects for practical use
within hybrid settings. Moreover, the chapter illustrates the nuanced meth-
ods of creating compromises, for example, by using conceptual extensions
to define a common base for value creation while allowing for high goal
incongruence between actors.
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The case examination of hybrids in Japan opens up a view on the fluid
nature of arrangements in Green Fund Akita, which does not follow or-
ganisational structures of the industrialised West. The chapter reminds us
of the keiretsu structures of Japanese industries, which combine astonish-
ing complexity with several functionalities in their operations. Green Fund
Akita is a hybrid system that aims to incorporate traditional non-profit ac-
tions with both business logic and principles of cooperative movement into
a multi-purpose entity without clear organisational boundaries. The case
illustrates the ways in which profit-driven production goals, the building
of communities and sustainability can be organised and governed together
to contribute to regional development. This may not be a perfect solution
or combination but rather may be viewed as a compromise that, to some
extent, manages to cover highly complicated and incongruent goals of value
creation simultaneously.

Creating value through legitimisations

For hybrids that may be viewed as institutions balancing between hollow
politics and lousy business, legitimacy is definitely a crucial concern. Le-
gitimacy demands from external audiences and society impose constraints
and limitations on bybrid activities. However, the same concerns may pro-
vide opportunities for smart hybrid organisations and systems to benefit
from the multiplicity and fluidity of legitimisation requirements. Moreover,
hybrids themselves may be viewed as a platform for harvesting legitimacy.
Thus, legitimising value is about not only justifying past value-creation
activities but also recognising that value is created through legitimisations.
The chapters of this section address such a rich and nuanced picture of
legitimacy in hybrid activities and organisations.

Value propositions specify the value that matters and define the institu-
tional logics that guide value creation. Hybrids, due to their ambiguous na-
ture, need to not only satisfy the needs of their multiple stakeholder groups
but also convince their constituencies of the importance of institutional
arrangements’ long-term stability. In most cases, no specific, individual
measures define value, that is, we can recognise it only by observing how
relevant actors and actor networks can solve disputes through justified ac-
tions. Sorsa studies such complexity of value propositions in the hybridity
context through two models of pension policy schemes: “World Bank hy-
bridity” and “corporatist hybridity.” Uncertainty in the Finnish pension
system was related to emerging fragmentation and complexity, while in the
Netherlands, the main issue was coverage and solidarity between differ-
ent stakeholder groups. The chapter reflects value-proposition thinking in
two ways. First, expansive value propositions suggest that hybridity is used
to create broader value than what conventional institutional arrangements
can offer. Restrictive value propositions, in turn, deploy hybridity to reg-
ulate and constrain the logics of conventional institutional arrangements.
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One interesting finding from the introduction of business logic in uni-
versities is the perceptual influence of embracing for-profit ideology. When
one begins to view academic work as market activity, academics themselves
start to value their work in terms of outputs, outcomes and capabilities to
respond to “market expectations.” The calculation and quantification of
outputs become important in legitimising value. Habersam et al. explore
the ways in which entrepreneurial thinking begins to invade all areas of
academic work, regardless of its initial limited applicability. This is also a
story about changing orders of worth, from embracing civic and commu-
nity values to espousing market value. While striving for more business-like
practices, universities have created idiosyncratic means to cope with legit-
imacy needs. Universities’ emerging bottom-up micro-level tactics enable
the combination of separate and sometimes conflicting macro-level strate-
gic goals. There was little indication of substantive change in the ways in
which research and teaching were valued. Interestingly enough, the main
consequence was perceptual. Academics began to view their environments
as more competitive, and they started to benchmark themselves against
others through the use of performance indicators. Habersam et al.’s chapter
intelligibly examines the problems of legitimising value in hybridised uni-
versity systems. The ability to live with diverse rationalities and competing
legitimacy concerns is one of the enduring value-creating processes at pub-
lic universities that the hybridity perspective may help unveil and develop
further.

Philip Karré discusses opportunities and risks regarding value creation
among two types of hybrid organisations: those operating at the nexus of
the public and private sectors, such as state-owned enterprises and quangos,
as well as those seeking to combine value-creation logics of public, private
and third sectors, such as social enterprises. Karré elaborates on the compli-
cated problem of value creation in hybrid settings, in which opportunities
and risks may be two sides of the same coin. For instance, hybridity may
provide room for innovation and experimentation through the multifaceted
characteristics of organisational missions, but the very same characteristics
may facilitate excessive goal ambiguity and mission drift, thereby detrimen-
tally impacting hybrid organisations’ legitimacy. Such a heads-and-tails sit-
uation helps us understand the tricky problems of legitimisation in hybrid
settings. The chapter proposes that opportunities with value creation asso-
ciated with hybridity features should be balanced with accompanying risks.
Perhaps the intelligence of hybrid organisations lies in finding such a bal-
ance, and that hybrid organisations’ performance compared with other hy-
brid organisations should be assessed based on that principle. Furthermore,
the chapter convincingly argues in favour of more fully understanding the
characteristics, clashes and complications of value-creation logics in hybrid
settings. This is important for scientific research on hybrid governance and
organisations, as well as policy practices worldwide.
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Value creation and beyond

The final section of the book includes two chapters, the first by Johanson
and Vakkuri and the postscript by Barry Bozeman. Johanson and Vakkuri
discuss the levels of interaction in hybrid value creation by demonstrating
the need to go beyond organisationally constituted notions of value and,
even more importantly, to understand the roles and sources of value creation
throughout different societal levels. In essence, hybrids can unite public,
private and voluntary actions, but motivating forces and activity-building
engines are attuned to value creation differently. Within the public sphere,
the political decision-making arena is the main engine of the government,
and individual firms and their collective aggregations are able actors, as are
local community groups. Top-down government value-creation efforts are
contrasted with the value-capturing endeavours of private enterprises and
with the restrictions on beneficiaries in local communities. The bottom-up
developments in hybridity originating from voluntary actions or business
endeavours not only require diffusion of adaptation to make a significant
contribution but also need to gain approval for their continuous activity.
In his postscript, Barry Bozeman provides an interesting account of the
notion of public value by asking what it actually is, how we should under-
stand it in the context of current market societies and to what extent we can
identify and evaluate public value. Moreover, the chapter calls for greater
scrutiny of public value by asking what might be similar or different in pub-
lic value if the concept’s content and implications entailed comparisons be-
tween public, private and hybrid organisations. Extant research in this area
exists, but, as Bozeman argues, it definitely is not enough. Given that as a
scholarly community, we have an ambition to conceptualise public value
as being related not only to residuals or failures of market activity, or to
government activities, but also to different types and levels of contribution
to the public sphere, we have an important mission. The concept of public
value should be updated to meet the needs of the hybridising societies.
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3 The quest for value creation
in state-owned enterprises

Joaquim Rubens Fontes-Filbo and
Marcia Cristina Carris de Almeida

Introduction

The state-owned enterprise (SOE) is a strategy of the state to explore an
economic activity. The SOE is designed to meet the need for faster response,
adaptable to the demand, using efficient tools and reducing the bonds and
controls that limit state action. These companies may be entirely or partially
state-owned. When they are partially state-owned — common in emerging
economies — the state remains in control of the company, but private inves-
tors publicly trade part of the company’s shares in the stock market. The
possibility of publicly trading contributes to improving the SOEs’ efficiency
and performance, increasing the external monitoring by the market and
other agents and favouring access to capital, as well as refining corporate
governance standards, due to the disciplinary effect demanded by the pres-
ence of external shareholders (Organisation for Economic Co-operation
and Development [OECD] 2016).

Although the rationale for SOE varies among countries and industries
(OECD 2015), these companies are established to address market failures
or institutional gaps and guide their operation grounded on the mission that
underpinned their creation. They are usually designed to produce a benefit
to society, but when using equity funds from private shareholders, they
also need to achieve the investors’ goals related to financial performance
and profitability. Thus, when private investors hold shares in a SOE, the
company must observe two institutional logics — political and commercial —
which is a characteristic of hybrid organisations (Alexius et al. 2019).
Conlflicts between these logics may result in dysfunctions and dilemmas
in decision-making about the company’s performance, priorities, strategies
and values. Hence, the social function of the listed SOE must coexist with
the logic — and expectation — of value maximisation for shareholders.

Listed SOEs are important instruments of the state, subject both to the
constantly changing political orientation and to the market pressure for
results and creation of economic value. In this context, SOEs must develop
strategies to operate considering these different and antagonistic pressures,
usually combining practices to find a compromise among the diversity of
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interests and expectations or ritually stating a logic, without implement-
ing it when at the operational level (decoupling) (Pache and Santos 2013).
Whatever the strategy adopted, it turns out that the listed SOE becomes
internally fragmented and inconsistent, either because it is not allowed to
be fully dedicated to the goals of a single logic or because it adopts a be-
haviour that external constituents perceive as false or different from what
was expected.

For Jensen (2009), an organisation that does not appear complete and is
not capable of honouring its word has a flaw in integrity. For the author,
from a purely positive perspective, integrity is “the state of being whole,
complete, unbroken, unimpaired, sound, in perfect condition” (Erhard and
Jensen 2017). When considering “integrity” under a positive perspective
(therefore different from the normative one), it represents a factor of pro-
duction as important as knowledge and technology. Thus, it is possible
to identify a causal link between integrity issues derived from conflicting
or overlapping objectives and poor performance and value creation in
organisations.

Listed SOEs are likely to have difficulties maintaining integrity and fo-
cus, due to their hybrid nature and the need to realign to the constant
changes in political orientations. Therefore, this paper aims to assess how
the hybrid nature of these organisations influences their performance
and value creation, particularly observing the elements associated with
state-ownership.

From the literature review on hybrid organisations, we identified a group
of issues representing the essential pressures that could influence the be-
haviour and jeopardise the performance of listed SOEs. They were used to
elaborate the script of semi-structured interviews that were conducted with
17 managers, board members and specialists in SOEs, selected based on the
snowball sampling approach. The analysis carried out allowed identifying
the limitations on these companies’ performance and value creation due to
their hybrid nature, particularly the limitations related to the state owner-
ship. The participation of the government weakens the company’s capacity
to keep promises, hindering values and ethical principles and negatively
affecting the company’s governance, since the government’s control over
the SOE may be affected by political alliances that may undermine clarity,
convergence and stability of the company’s goals in the long term.

The theoretical framework presented in the next section summarises the
concepts and references on organisational hybridity and integrity used in
the study.

Hybrid organisations and their multiple logics

According to Jay (2013), the term “hybrid organisation” has two prominent
uses in the literature. One of them is based on ideas by Walter Powell, ex-
posed in his 1990 book Neither market nor hierarchy: Network forms of
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organisation. The second is used to describe organisations in which there is
a combination of public and private institutional logics.

When considering this second perspective, hybrid organisations are de-
fined as institutions that have to meet or operate on two different insti-
tutional logics, usually combining a search for profit and social missions
(Eldar 2017). They operate in a grey area between the public and private
sectors, the most cited being cooperatives, mutual companies, social enter-
prises and state enterprises. They are situated in a context of institutional
plurality that requires the incorporation of often-conflicting elements of
multiple institutional logics (Mair et al. 2015). For these authors, there
are three characteristics of hybrid organisations: they involve a variety of
stakeholders; pursue multiple and sometimes conflicting goals and engage
in divergent or inconsistent activities. Hybrid organisations may differ from
one another in terms of finance, ownership and organisational structure,
and the differences can be explained by the fact that each of them develops
according to their history and purposes (Grossi et al. 2015).

The Economist (2009) published a report on “the proliferation of hybrid
organisations that blur the line between the public and the private sectors.”
The report says that “they are confusing entities that seem to flit between
one world and another to suit their own purposes.” Based on the national
SOEs of Dubai, China, Russia, Norway and Brazil, the hybrid model al-
lows associating the public sector’s security with the private sector’s bold-
ness, which facilitates raising funds from all over the world “at a favourable
rate, thanks to ‘implicit’ government guarantees.” In addition, the report
reminds that a hybrid company may use the political influences “to out-
perform their less well-connected rivals.” On the other hand, these compa-
nies are intrinsically confused and subject to many contradictory pressures.
Therefore, their internal operations are not easy to understand, and their
behaviour is hard to predict (The Economist 2009).

According to Pache and Santos (2013), the existence and operation of
hybrid organisations pose challenges to the conceptualisation of organi-
sations as entities that reproduce a single coherent institutional model as
a way to obtain legitimacy and relevant external support. Because they
incorporate institutional logics that are not always compatible, hybrid or-
ganisations may face challenges in maintaining antagonistic management
practices that may not work easily together. They need to address the con-
flicts and disputes between the groups that represent or advocate the dif-
ferent logics, trying to make one prevail over the others, expanding the
institutional conflict.

Hybrid organisations assume different forms, combining aspects and
finding themselves between the spheres of public and private organisations.
Johanson and Vakkuri (2017) argue that the level of hybridity depends on
the characteristics of the ownership and the forms of funding, the incon-
gruity of objectives, as well as the forms of financial and social control.
The ambiguities of the operation raise questions about the organisation’s
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spatial location, the source of legitimacy, the classification principles and
the method of evaluation of hybrid activities.

Pache and Santos (2013) studied the strategies adopted in four hybrid
organisations when dealing with the contradictory pressures of social and
commercial logics. They observed that the organisations selectively used
intact practices from each of the logics, instead of adopting the decoupling
strategies usually mentioned in the literature (when organisations create
and maintain gaps between symbolically adopted policies and the mani-
fested organisational behaviour), or compromising, which is characterised
by its attempts to adopt institutionalised references or recipes. This strategy
allowed them to inspire legitimacy for external stakeholders without hav-
ing to engage in costly deception or negotiations.

Alexius and Furusten (2019) consider that hybrids represent a legitimate
and well-adapted actor to engage multiple stakeholders in a dialogue to-
wards social innovation since they bring together different logics and in-
stitutional orders, connected to an explicit social mission and performance
as a business in the market. The ability to balance the distinct institutional
logics is the source of legitimacy to hybrid organisations when engaging
stakeholders in broad dialogues, presenting possibilities for social innova-
tion and public service.

Despite evidence of the impact and benefits to society, field studies point
out that hybrids are organisations subject to the risk of internal tensions
and vagueness in the mission due to the maintenance of incompatible goals
and may face difficulties in achieving financial sustainability (Santos et al.
2015). According to Besharov and Smith (2014), multiple institutional log-
ics represent a “theoretical puzzle.”

Value creation and the challenge of multiple
institutional logics

The effectiveness of any organisation depends on the value it creates for its
stakeholders. Lepak et al. (2007) consider that the concept of value creation
is still poorly understood and there is little consensus on what value crea-
tion is or how it can be achieved. Bowman and Ambrosini (2000) separate
the concept of value into two parts, use value, referring to the perceived
value by the customer, and exchange value, relating to the price or to the
value paid by the buyer to the producer by the perceived use value.

By operating in multiple contexts, subject to multiple rationalities and dif-
ferent expectations from distinct groups of customers, users or stakeholders,
hybrid organisations may be subject to a reduction in value creation capac-
ity, as they must split their efforts to meet different demands. The hybrid
nature requires an ability for the organisation to decide which stakeholders
it intends to address and prioritise, what needs will be met and what value
will be delivered. The hybrid organisation can become subject to alignment
with multiple rationalities, leading to conflicts in the internal environment.
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Hybrid organisations, like SOEs, focused on creating spaces and oppor-
tunities for activities aimed at financial return while meeting public policy
and addressing social goals, have an additional challenge. In addition to
delivering economic returns to the private investor, they need to decipher
the conundrum and the implicit complexity of defining public value, and its
diffuse beneficiary, and align the contributions generated to both groups.
While in the private sector the value created for shareholders or owners is
easily identified (Lazonick and O’sullivan 2000), for the public sector the
definition of value is more blurred (Jorgensen and Bozeman 2007) and de-
pends on the capacity of the public actor to offer effective responses to the
collective needs or demands desired by the society (Moore 1995).

However, the orientation to create such different values, public and pri-
vate, can have significant implications for the organisation, undermining
its performance. Porter (1980), proposing his model of generic strategies
based on low cost and differentiation, considered that these models would
be mutually exclusive, or “a recipe for disaster” (p. xiv). The lack of focus
and clarity in an ambiguous strategic positioning would make it difficult to
match the requirements of a model based on efficiency and the lowest pro-
duction cost with one of real differentiation, capable of adding a premium
price to its products and services. A company trapped in the midst of two
distinct strategic logics would also likely be subject to operating under a
blurry organisational culture and a conflicting set of organisational objec-
tives and motivation system.

In the same perspective, Erhard and Jensen (2017) consider that organisa-
tions that act in their entirety — complete, unimpaired, sound and in perfect
condition — may have undermined their achievements. For the authors, who
follow a positive perspective of the concept of integrity, related to worka-
bility and performance, integrity represents a factor of production, similar
to knowledge; technology; and human, physical or social capital, and its
absence harms the individual, the organisation and others.

The literature has shown that an individual or an organisation has in-
tegrity when they are whole and complete and honour their word (Jensen
2009). Hybrid organisations, however, may be tempted to adopt decou-
pling strategies (making distinctions between policies and practices fol-
lowed only symbolically and the manifested behaviour), or compromising,
responding partially and in what is essential to the different demands of
interest groups, or selectively adopting intact practices associated with each
institutional logic (Pache and Santos 2013). Thus, the decoupling strategies
used by hybrid organisations, such as SOEs for survival, legitimacy and
institutional support, may result in severe limitations on their integrity and,
consequently, their performance.

Koppell (2006) notes that the conflicting nature of objectives in hybrid
organisations undermines the possibility of external control, especially
by parliament, as well as the establishment of coherent goals and perfor-
mance appraisal. Establishing an appropriate mix of trade-offs across the
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organisation’s objectives is a very serious challenge for the principals, the
political system, but leads to a comfortable way for the agent to behave,
since any preference seems unfulfilled or vague. As he points out, while
lawmakers typically define contradictory policies such as tobacco prod-
uct subsidiaries and promote anti-smoking campaigns, this contradiction
rarely occurs within the same agency, as is the case with hybrid organisa-
tions. In seeking to respond appropriately to contradictory objectives, these
organisations face the risk of establishing a multiplicity of interpretations
and reinterpretations that make it difficult to ascertain if and when they
have been met. In another study, Koppell (2005) analyses that organisa-
tions that try to meet conflicting expectations are probably dysfunctional,
ending up not pleasing anyone while trying to please everyone, promoting
the “disease” he calls multiple accountability disorder (MAD).

The lack of clarity of the mission provided by a single objective function,
as represented by profit or shareholder value maximisation in private com-
panies, can lead to managerial confusion, conflict, inefficiency and even
a failure in competition. Because of this integrity failure, the presence of
multiple objectives or missions in a hybrid organisation makes it mathe-
matically impossible to develop a maximisation function as it does for a
single objective (Jensen 2010). Moreover, in a multi-purpose organisation,
the power of the principal is reduced and the manager’s (agent’s) discretion-
ary power significantly increased. In public organisations, this represents a
transfer of power from the political system to the bureaucracy, or to admin-
istrators appointed by specific political groups.

State-owned enterprises in Brazil

SOE:s are businesses with strong international presence and relevance in eco-
nomic and social terms, even after years of privatisation efforts throughout
the world. According to Biige et al. (2013), SOEs accounted for more than
10% of the 2,000 largest global companies in the 2013 Forbes Global rank-
ing, representing about 6% of the global GDP, and present in 37 countries.
However, these companies’ performance is not always consistent with ex-
pectations. According to The Economist, the most important SOEs, from
several countries, that went public or raised private funds between 2000
and 2010, reduced their participation in the global market capitalisation,
from 22% in 2007 to 13% in 2014 (The Economist, 2014).

Usually, SOEs can be classified into two groups according to their own-
ership structure. They can be SOEs controlled by the state as the only in-
vestor, or they can have the participation of private investors forming a
mixed-ownership company, which is the case of publicly traded SOEs.

However, the business nature of SOEs is not often sufficient to avoid the
influence of different political and economic interests. Particularly in the
case of listed SOEs, their objectives become multiple, and there are conflicts
between the necessary business efficiency and the accomplishment of the
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enterprises’ social function in pursuing the collective interest that justified
its creation.

The listed SOEs operate according to different institutional logics, ori-
ented simultaneously towards profit and fulfilment of social function. From
a business perspective, the listing in the stock exchanges increases the pos-
sibility of benchmarking with other companies according to parameters
of efficiency and performance, affecting the ability to obtain funds (both
quantity and costs) in order to finance their projects. Adequate shareholder
remuneration is key to maintaining a stable and future capital flow.

From the state’s point of view, SOEs have a social function and must
serve to the collective interest, often participating in the implementation
and funding of public policies, even assuming activities that are not com-
patible with their mission. Politics play a relevant role in the performance
of SOEs, promoting or jeopardising the company’s development. Politics
may harm the company’s development by inspiring instability and using it
to serve the interests of coalitions in power since the organisation becomes
entangled in the idiosyncrasies and inconsistencies of the political system
controlling its governance. Therefore, the SOEs are oriented by a variety
and often conflicting objectives, and they have to be accountable to differ-
ent interest groups, from shareholders and other investors, to representa-
tives of the political system and society as a whole.

In Brazil, the federal government in 2018 had 46 SOEs under its direct
control, and 89 under indirect control. Of the 410 companies listed in the
Brazilian stock exchange, 31 were SOEs, and they accounted for about
15% of the total market cap of US $954.71 billion (Brazilian Institute of
Corporate Governance [IBGC] 2019). Summing up all SOEs (listed or not),
controlled by the federal and states governments, these companies had
837,930 employees in December 2016 (Fontes Filho 2018).

Recently, corruption scandals have evidenced failures in governance and
control of Brazilian SOEs, such as the public case involving Petrobras, the
listed o0il company with the highest market value. In September 2018, the
company agreed to pay US $853.2 million in penalties over the “Lava Jato”
(Car Wash) bribery scandal, on charges of “facilitating the payment of hun-
dreds of millions of dollars in bribes to Brazilian politicians and political
parties and then cooked the books to conceal the bribe payments from
investors and regulators” (Schipani 2018).

A number of recent efforts have been made to improve the governance of
the SOEs. It is worth mentioning the enactment of Law 13303 in June 2016,
which established numerous rules for professionalising the management of
SOEs, seeking to protect the appointment and performance of executives
and board members from lobbying pressures and political influences not
aligned with the company’s objectives.

It is important to clarify that within the presidential model adopted
in the country, the SOEs are under the direct command of the executive
branch. However, the large number of political parties (more than 20) can
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lead to agreements to accommodate interests and obtain governability.
This model, called “coalitional presidentialism” (Abranches 1988), shows
that presidentialism may adopt features of the parliamentary system due
to the fragmentation of power, working to align different political forces.
These agreements, on the other hand, are unstable and subject to frequent
changes in policy directions and in the orientations from the state to SOEs.

Three recent cases show the challenge for SOE listed companies in bal-
ancing their social, political and economic objectives, aligned with the logic
of the state and shareholders in the Brazilian context. These cases include
Eletrobras in electricity production, Petrobras in oil production and Sabesp
in water supply and sewage processing.

With the argument of promoting an average reduction of 20% in the
energy tariff, on September 11, 2012, the federal government issued new
legislation, anticipating the operating concessions of the generating and
transmission companies. Companies with electricity concessions could ei-
ther accept new contracts with lower rates or maintain old rates but risk
losing leases when they come up for extension. The market reacted imme-
diately to the new rules, with a drop of more than 20% in the share price
of companies in the sector. Despite criticism from the market and experts,
Eletrobras, a state-owned holding company in the electric power sector,
accepted the proposal to anticipate the concession and reduce tariffs. As a
result, six months after the new legislation, the company’s stock accumu-
lated a loss of 63.5% in value.

Between 2011 and 2017, the company practically halved its market value,
and in 2012, in only one year, had a positive result. Their eventual use
to leverage state investments could have contributed significantly to their
problems, leading their gross debt to exceed market value. As a result, the
company could encounter difficulties in making the necessary investments
to remain a relevant player in the market in the coming years and will be
able to include itself in the agenda of forthcoming privatisations (Desiderio
2018).

Possibly the Petrobras case is one of the most emblematic examples of
the duality of the performance of an SOE. Petrobras is one of the largest
Brazilian companies and has an important role in leveraging the oil and
gas sector in Brazil, and today it is the largest operator of deepwater and
ultra-deepwater subsea equipment in the world of oil industry, as a result
of its expansion of offshore production activities. According to its bylaws,

the Company’s purpose is the exploration, extraction, refining, pro-
cessing, sale and transportation of oil from wells, shale or other rocks,
oil products, natural gas and other fluid hydrocarbons, in addition to
other energy related activities. It may research, develop, produce, trans-
port, distribute and sell all forms of energy, and engage in any other
related or similar activities.

(Article 3)
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However, according to the news, for a long time, the company could have
been used as a mechanism of economic policy, on a controversial fuel sub-
sidy that unofficially helped the Brazilian government to control inflation,
importing fuel at international prices and selling it at lower prices for the
internal consumer.

Recently, Petrobras’ new CEO, nominated by a government of a liberal
economic orientation, stated that between 2008 and 2018, subsidies to con-
trol the price of fuel represented a loss of R $180 billion (US $ 44 billion),
leading to a debt situation of US $106 billion, twice the average of the ten
largest companies in the industry, rebounded with interest that consumes
25% of the company’s cash generation (Wiziack 2019). But even this liberal
government was close to succumbing to the temptation to use the company as
a political bargaining tool, to the detriment of its performance, faced with the
threat of a new truckers’ strike in protests against rising fuel prices, which, in
2018, paralysed the economy. Initially, Petrobras said it would raise the price
per litre of diesel by 5.74%, prompting the immediate reaction of Brazilian
President Jair Bolsonaro, who announced the suspension of the increase. This
decision produced a drop of more than 7% in one day in Petrobras stock
price, leading the government to suspend the decision (Harris 2019).

The next case refers to the way Sabesp handled the demands of share-
holders and society, a mixed capital company controlled by the Sao Paulo
state, currently responsible for supplying water and collecting and treating
sewage in 370 municipalities. It was the first SOE to have its shares traded
on the Novo Mercado in 2002, a special listing segment for companies that
comply with best corporate governance practices. In 2014, the state expe-
rienced a long spell of drought and serious water supply problems, and the
company was held responsible by the population and the press of privileg-
ing shareholders to the detriment of society. Thus, in the midst of the crisis,
it paid shareholders twice the mandatory dividend, rather than investing in
system maintenance, control of water waste, expansion of the distribution
network and improved efficiency.

One of the most profitable companies in the country, its managers re-
ceived bonuses based on earnings for the period, regardless of any type of
efficiency and productivity indicator. Thus, while in the previous ten years
it had an accumulated a profit of about R $10 billion, it allocated only R
$1.7 billion (US $ 3.7 billion) annually for investments. Because of this
scenario, Sabesp shares fell 28% that year, and in the third quarter, profit
shrank 80% (Filgueiras 2014).

This situation produced the following comment by Fantin (2015):

Thus, we have the following equation: the more water is consumed, the
more SABESP will collect, regardless of the loss of the product/water
of almost 40%, the first objective is to make the company attractive to
investors and, consequently, to give priority to profit.

(p- 18)
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Digging deeper in to the SOEs

To explore the relationship between the hybrid nature and the integrity of
the listed SOEs, we developed a semi-structured interview, supported by
the dilemmas pointed out in the theoretical framework, to collect the per-
ception of field actors and specialists. The interview’s script was composed
of four blocks related to (i) the context of large political alliances and the
long-term goals of listed SOEs, (ii) the non-priority of the profit and the
diffuse orientation given to listed-SOE, (iii) the public nature and consist-
ency of the long-term actions of listed SOEs and (iv) the political pressures
and ethical values of the listed SOEs. Seventeen professionals with recog-
nised experience in the Brazilian listed SOEs (managers, board members,
specialists in the area) were interviewed individually in the third quarter
of 2018. The sample selection started by proximity and after that adopted
the snowball approach. The interviews stopped when reaching saturation,
that is, when the collection of additional data did not bring significant new
evidence (Suddaby 2006; Power and Gendron 2015). Following are the
highlights of the interviews. The main features are presented in Table 3.1.

Table 3.1 Objectives and main results of the interviews

Feature Objective Consideration of interviewees
Context of large It seeks to identify The fragmentation of
political alliances  the effects that a political interests within
and the long-term  fragmented political the blockholders of SOEs
goals of listed system based on can both create difficulties
SOEs unstable alliances and in harmonising long-term
without a prevailing objectives and create space
ideology can have on for political nominations in
the stability of the SOEs.
objectives of the listed  The terms of political mandates
SOEs. force time pressures for

project execution and
achievement of results not
aligned with business logic.
Respondents felt that formation
of political alliances was a
natural business event.

Non-priority of Assessing whether The respondents stated that
profits and the non-prevalence the goal of maximising
the diffuse of profit objectives shareholder value and
orientation in and shareholder profitability is the prevalent
listed SOE value maximisation objective of SOEs.
diffuses the company’s Respondents expressed
operating priorities ambiguity as to whether the
and the possibilities for  listed SOE should pursue
evaluating its results public interest or profit.

and performance.
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Feature Objective Consideration of interviewees

The public nature  In this topic we seek to The prevailing perception was

and ability to
maintain the
consistency of
long-term actions

The political
pressures and
ethical values

clarify whether the
nature of the state and
the idiosyncrasies and
possible instabilities
undermine the
consistency of listed
SOE actions in the
long run.

This perspective aimed

to identify whether the
intensity of political
pressures could

reduce concern and

that political nature does not
impact the consistency of the
company’s long-term action,
justified by the assumption
that this is a legitimate and
desirable action.

The main problem was
bureaucratic laws and rules,
formalisation and constraints
that limit state action and
undermine performance of
SOEs in market competition.

Political pressures may
undermine the ethical
behaviour of the SOEs, but
it is understood that their
internal culture and the

commitment to the
values and ethics of
listed SOEs.

support and influence of
minority shareholders are key
to controlling any failures or
deviations.

The context of major political alliances and the
long-term objectives

The instability due to the changes in political alliances, observed by the
frequent revision of the listed SOEs’ long-term goals, is one of the conse-
quences of the public nature of these organisations affecting its perfor-
mance. Of the 17 interviewees, 12 had the perception that the coalitional
presidentialism in Brazil allows several political groups, not necessarily
united by the same ideology, to be part of a single political bloc repre-
sented in the control of the SOE. Therefore, the company’s administration
may have representatives with several different interests, even if legiti-
mate, creating additional difficulties in harmonising and outlining long-
term goals.

In addition to the coalitions, the political rhythm forces the SOE to assess
its pressures and results within a mandate time, since it is during this period
that the society evaluates and manifests the achievements and behaviour of
the elected politicians. The mismatch between the political and technical
times may compromise the sustainability of the company’s long-term ob-
jectives. This sustainability will likely be threatened in cases where new
political mandates require the substitution of members of the SOE’s admin-
istration, which may cause the discontinuation of strategies and projects.
This is a frequent situation, considering that the SOEs are one of the main
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objects of bargaining in the political process of forming coalitions. As one
of the interviewees mentioned:

I understand that given the current political situation in Brazil, yes, for
a variety of reasons, but perhaps the main one is that there is a large
political party fragmentation, (...) the majority of them, or all of them,
do not have a clear ideology. In a coalitional government, to gain these
parties’ support, to gain support in the parliament, it is necessary to
distribute positions. In general, the positions most wanted, at least in
the federal sphere, are the positions in the state-owned companies.

On the other hand, the interviewees who did not assume that political alli-
ances were harmful considered this dynamic a natural fact in the company
and indicated that its impact depends on the quality of the governance.

Therefore, the answers indicate that political alliances may represent ob-
stacles to good governance and corporate integrity. However, they are con-
sidered legitimate parameters in the listed SOEs’ operation, when observed
the legal limits and the corporate by-laws.

Profit and orientations are diffuse

The interviewees were asked if the fact that profit was not a priority could
imply in diffuse orientation and difficulties regarding the evaluation of the
listed SOE. Eleven respondents said that there was an objective of pursuing
profit, and, therefore, there were no questions related to diffuse orientation
due to the absence of this objective. Other interviewees mentioned that if
the company did not have the objective of pursuing profit and its operation
was limited to serve the public interest, it would be likely to see orientations
that are more diffuse and difficult to assess. During the interviews, it was
possible to identify doubts on whether the listed SOE should pursue public
interest or profit, as if there were a dichotomy, although only one respond-
ent expressed concern regarding the potential conflict between profit and
public interest.

The interviewees considered that the listed SOE had a clear objective of
pursuing profit and maximising shareholder value, to ensure sustainability,
attract new investments and be able to adequately fulfil its social purpose
and the public interest that legitimates its creation. Therefore, public in-
terest and profit would not be antagonistic interests, but rather coexistent,
which implies in finding a balance between these aspects. With no balance,
there is a risk that the organisation may be subject to more diffuse and
difficult orientations.

According to the interviewees:

Every state-owned or private enterprise has a public interest and aims
for profit. This combination allows for sustainability.
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Pursuing both profit and public interest is healthy. The company
must reach a point of convergence. You cannot think of maximum
profit alone, but the creation of a broader value.

The interviews pointed out that the tension between profit objectives and
attention to social demands may not be a real problem. For the interview-
ees, it seems obvious the need to pursue both objectives, aligned with the
different institutional logics. Also, they indicated that the duality or hybrid
nature of SOEs represents, in reality, a false dilemma. Nevertheless, it is
also interesting to note the evaluation of a single interviewee, referring to
this dilemma:

(...) there is a previous discussion if it is up to a listed-SOE to prioritise
profit, as it is a state-owned enterprise. Perhaps if the focus is on the
priority of profit, we must rethink the role of this company as a state-
owned enterprise. If we assume that it can be a state-owned company
and still prioritise profits, it seems clear to me that this can, to some
extent, create a conflict between the interests of minority shareholders
and the controlling shareholder, which is the government. Perhaps this
is the great dilemma of Brazil’s SOEs, how to reconcile interests that to
some extent may be antagonistic.

The public nature and ability to maintain the consistency of
long-term actions

This topic aims to clarify whether the nature of the state impairs the con-
sistency of the listed-SOEs’ operation in the long term. For the majority of
the interviewees, the public nature alone does not undermine the consist-
ency of actions in the long-term, based on the assumption that this is a le-
gitimate and even desirable action. Only five interviewees stated that there
are losses, arguing that the normative limitations imposed on the listed
SOEs do not allow them to have the operational agility as observed in pri-
vate companies. They mentioned the constraints posed by the imposition of
the political dynamics before the technical planning, the changes in power
that affect the control of the company and the need to meet external com-
mands and orientation. One observation summarises this assessment:

State-owned companies are forced to obey archaic laws. There are con-
trol bodies that adopt literal interpretations and do not understand the
context of decision-making. They penalise managers when necessary
and bold decisions are made to benefit the company.

Another aspect observed in the interviews refers to the discussion of the
state as the company’s controller against the control of private entities.
The understanding is that if this control causes losses because of prioritising
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the controller’s interests rather than the business strategies, it is also an as-
set in many aspects, such as the ability to present guarantees backed by the
state and cost absorption.

Typical interviewees reinforce the importance of clarity of mission and
values guiding the performance of listed SOEs, since the profusion and
competition of different objectives that interest the various stakeholders
can increase agency problems.

Political pressures and ethical values

For the respondents, according to the predominant perspective, the polit-
ical pressures can lead to greater flexibility in the values and ethical com-
mitments of the listed SOEs. However, they point out that listed SOEs have
tools to protect themselves from this condition. For example, the minority
shareholder, when active, can support the organisation to withstand these
pressures. Also, a strong organisational culture, compliance and ombuds-
man structures, transparency and accountability policies, as well as the
commands introduced by the new SOEs law (Law 13.303/16) can all con-
tribute to protect state-owned companies from spurious external pressures
and guide ethical behaviour.

Yes, this is true, even when submitted to transparency. (...) We have to
admit that (...) intensifying pressures or demands from interest groups
can either harm the listed SOEs’ values, or lead the company to losses,
or compromise its integrity.

The interviewees recognised that this topic requires attention regarding the
company’s integrity. They assumed that this loss should not occur, consid-
ering the legislation and the governance practice adopted in the companies.

Therefore, it was possible to understand that political pressure, whether
for positions or public interest, can be damaging to the company. As men-
tioned, an important way to minimise this problem is by strengthening the
integrity and ethics-related organisational culture.

The house and the street

Perhaps, the scenario identified in the Brazilian case worked in this research
points to another strategy to deal with organisational hybridity, in addition
to the three strategies identified by Pache and Santos (2013). That would be
a naturalisation or laissez-faire strategy.

An important cultural trait in Brazilians is precisely the ability to com-
bine two distinct worlds, public space and private space, or the world of
home and street (DaMatta 1997).

This dual and paradoxical character is represented by the conflict (or
hybridity) of two logics, one representing private and personal relations (the
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house) and another quite distinct logic guiding public relations with other
individuals (the street). In the logic of the house, the individual and those
in his relationship prevail socially over the whole, and the rules and laws
are redefined and interpreted according to personal and proximity relation-
ships. In the logic of the street, which manifests itself when the individual
leaves his or her “home,” relations become impersonal and formal, rules
are for everyone and generally oppressive and citizens lose the identity and
comfort brought about by their personal relationships. Thus, the Brazilian
society presents multiple spaces and times in simultaneous coexistence. In
other words, the hybrid nature, with its multiple institutional identities, is
something permanent in the Brazilian social life.

As a result, living with hybridity is something long naturalised in the
Brazilian society. For SOE, perhaps the long tradition of policy and policy
changes has made it less relevant to question which objective or value mat-
ters most. Do not ask yourself; no question, and life goes on.

The ambiguity, or duality, present in the performance of the listed SOEs
was evident in the words of the interviewees. The hybrid nature of listed
SOEs, reflected in the social function and pursuit of profit, signals a difficult
balance between conflicting demands that can be amplified by the effects
of the coalitional presidentialism and its intrinsic bargains, lack of internal
cohesion, the plurality and frequent changes of priorities, which will be able
to affect the ability of the listed SOE to maintain long-term goals.

In the Brazilian case, in particular, SOE management can be more easily
changed by the constant realignments and changes in political agreements
that support the government. This configuration undermines the company’s
orientation towards long-term goals, as well as contributing to misalign-
ment in managers’ perspectives, competencies and interests and employee
motivation. Matching expectations of the political system and shareholders
can also be a significant challenge in the face of the difference between po-
litical time and business cycles (Pekkola et al. in this volume). Particularly
during election times, pressures for results and demands for actions that
have an immediate impact on society can hinder the pace of business and
the shape of business plans.

Nevertheless, according to the interviewees, these political pressures do
not appear to represent sufficient forces to lead to ethical lapses and in-
tegrity failures in SOE, despite the recent example offered by the reported
cases in the press. The quality of governance is considered adequate and
capable to minimise political pressures and stabilise ethical practices, par-
ticularly when coupled with an appropriate culture, which helps to reduce
the power of deviant political pressures.

The idea of the “learning curve” experienced by the listed SOEs regard-
ing the corruption cases they went through opens a possible field of analy-
sis. However, it reinforces the need for internal stability — linked, according
to the interviewees, to the quality of governance and legal framework — for
the very maintenance of knowledge and the history of the reactions and
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responses of the organisation to these events. One limitation can be found
precisely in the fragility of this internal stability in the Brazilian public
environment and in the very politicisation of the bureaucracy (Dahlstrom
and Lapuente 2017).

To cope with political pressures in a business structure is, in essence, the
nature of hybrid organisations, which permeate various sectors and can in
no way have “flexible” ethical values. The multiple influences and divergent
expectations of stakeholders, as seen in the interviews, are not a trivial
matter in leading these organisations, and indeed conflicts are barriers to
their wholeness of purpose and action. In this sense, it is worth noting that
giving in to this pressure directly affects the integrity of an organisation.
Integrity is not just a matter of honouring your word; it requires acting ac-
cording to rational values, and it does not mean eliminating the possibility
of change (Becker 1998). The integrity of the company — its ability to make
decisions that are in line with the principles and values assumed — requires
not only appropriate behaviour but also that the company transmits
signals to its employees and the market that it acts faithfully to their values
and practices what it declares (tone from the top), despite the pressures
(Muritiba and Muritiba 2017).

Also noteworthy in the interviewees’ speech is that possibly the main
losses resulting from the majority participation of the state in SOEs refer to
the need for the company to adapt to specific laws related to procurement
and bidding, archaic internal processes, rendering of accounts to state en-
tities of control and a whole set of practices that impose significant limita-
tions on SOFE’s efficiency and operational agility.

The difficulties imposed by SOE’s hybrid nature in value creation can
also be analysed based on the three cases narrated earlier, which exemplify
a long history of problems faced by Brazilian listed SOEs in overcoming
political pressures and ensuring efficient performance. However, political
influence is, to some extent, desirable and necessary in a state enterprise.
The problem occurs when these pressures represent unique interests of po-
litical groups participating in power coalitions, and that use SOE’s social
function as an argument for patronage or dispersed actions in terms of
social impact and often little related to the social objective of the company,
as laid down in its bylaws.

The fragility in defining the scope of SOE’s social function represents
a discretionary power disputed by the various political groups and stake-
holders, internal and external to the company. To this vagueness or lack
of precision is added the duality present in the listed SOE hybridity, high-
lighting situations in which the creation of public value is opposed to the
creation of value to the company’s shareholders. Dewenter and Malatesta
(2001) emphasise that by failing to seek greater profitability to pursue po-
litical and social objectives, SOEs tend to reduce efficiency in monitoring
the operation and managers, leading to a possible drop in organisational
performance.
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Aragdo (2018) deals with the subject by highlighting profit as a second-
ary public interest. The author finds support in the Brazilian Constitution
to affirm that pursuing profit is legitimate since the constitution allows
the state to exercise economic activity on equal terms and in competition
with the private sector. In this sense, there is a primary public interest,
which is the implementation of an end-activity of collective interest and a
secondary public interest, which would be pecuniary. Both would be una-
vailable rights, avoiding the bias of seeing the secondary public interest as
something less noble and more available than the primary public interest,
since usually the primary public interest cannot be achieved without the
secondary.

Corroborating the literature (Yeung 2005), the governance of SOEs is
subject to influences from the state, market and civil society, which are very
different influences regarding the sources of power, values, rationalities and
norms. This variety can generate conflicts in the orientations, even in the
case of listed SOEs, where there is a controlling shareholder.

However, if it is impossible for the private company to maximise more
than one objective (Jensen 2010), it is reasonable to assume that for the
listed SOEs, this balancing attempt ends up producing the effects of de-
coupling, compromising or selective use of each logic, public and private,
analysed by Pache and Santos (2013). Probably, all of these strategies can
have negative impacts on SOE performance and value creation.

What aroused curiosity in the interviews was the assessment that pursu-
ing both profit and public interest is healthy, a combination that allows for
sustainability. In this sense, the duality of listed SOE’s mission represents a
false dilemma, and its hybridity is considered as natural and derived from a
socio-historical process of rationalisation and justification of the situation.
It is therefore surprising to note that, despite a long history of turbulence
and conflicts, the political alliances in the management of SOE were not
considered a problem, but a natural and legitimate fact. Balancing these
interests can contribute to the sustainability of the organisation, and the
tensions between the two logics are not perceived as a real problem and are
naturally incorporated into the daily life of managers.

It is possible that the legitimacy discourse led the interviewees to mini-
mise this dilemma, as observed in the affirmation that the public nature of
the company and the state as a controller agent do not harm the company’s
competitiveness. Actually, there are very different influences that permeate
the company, which makes that conflicts and limitations to action are likely
to occur, and makes real the problems arising from the multiplicity of in-
fluences and orientations.

Continuity of duality

Value creation is a straightforward guideline, a well-defined goal of the
organisation, which must be appraisable. If the value created for the private
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shareholder is clearly measured, the very definition of public value is some-
what nebulous and subject to great subjectivity and discretion. Listed SOEs
are located exactly at the confluence of these two sets of values to be cre-
ated, experiencing the requirement of identification, clarification and reach
of both, and the management of priorities and conflicts intrinsic to the
duality of perspectives (Karré in this volume).

The hybrid nature of listed SOEs poses challenges to their integrity, per-
formance and value creation. The positive perspective of integrity as a way
of acting and operating whole and complete (Jensen 2009), with consist-
ency in proposals and actions, aligns with Porter’s (1980) analysis when
it comes to the need for a clear positioning of the organisation’s strategy,
avoiding the “stuck in the middle” posture. For SOEs, and particularly
those listed in the stock exchanges, these recommendations represent the
challenge of dealing with the varied, unstable, temporary and idiosyncratic
pressures of the political system, society and shareholders

In this study, we sought to identify the impact of the hybrid nature on the
integrity of listed SOEs in Brazil. As observed, the impact may be related
to the degree of legitimacy of the company’s operation, its ability to coor-
dinate social objectives and the delivery of economic value, the quality of
corporate governance and the culture of corporate integrity, ethical values
and systems of compliance.

It is possible to identify SOEs as a convergence of the two institutional
logics since the promulgation of the new legislation (Law 13.303) in 2016.
Following the commands of this legislation, the SOEs are promoting greater
independence and professionalism in the choice of managers, linking their
mandates to the fulfilment of previous goals. That is, the hybrid nature of
listed SOEs would be converging in a single plan of action and institutional
logic. In any case, the analyses indicated that the greater pressures, brought
by both the market and the public sector itself for transparency, accounta-
bility and results, can further stimulate the convergence of listed SOEs to a
single logic that merges elements of the current duality.

Perhaps, as discussed by Pache and Santos (2013) and Alexius and Orn-
berg (2015), a decoupling situation is materialising, creating a new model
or institutional reference in the field to legitimise behaviours and actions
(Scott 1995). A single logic could reduce the dilemmas and consequent pres-
sures on managers to choose the most appropriate paths, bringing greater
stability over time, and positive effects to the integrity of the SOE, its effi-
ciency and social effectiveness.

Future studies could deepen the analysis of the impact of coercive pres-
sures such as those brought by the new legislation on the behaviour of
such organisations. Studies could investigate whether there is a purely cer-
emonial implementation (DiMaggio and Powell 1983) in a compromising
strategy for legitimacy (Pache and Santos 2013), or if there is a real change
in behaviour and its impacts on the hybridity of the listed SOEs.
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Another perspective of analysis, however, is that the naturalisation or
laissez-faire strategy, discussed earlier, would continue to prevail, and
again the changes would be processed by the organisations and the politi-
cal system, and everything would remain the same. The continuity of this
study may indicate whether, in fact, there is another configuration present
to deal with the hybrid nature of SOEs, or if it is just a move to ultimately
keep everything the same in the game of forces and interests that drives the
listed SOE. As a popular saying goes in Brazil, the changes are just “for the
English to see,” which points to the fact that under an agreement signed
with England in the second half of the 19th century, Brazil had to patrol
its coasts to control the traffic of slaves, but since the Brazilian government
had little interest in the deal, it did just enough to appear to be striving
to fulfil its obligations. And for England to see that the country kept its
promises.
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4 Nested hybridity and value
definition in public higher
education

A conceptual view

Elias Pekkola, Rémulo Pinheiro,
Lars Geschwind, Taru Siekkinen,
Teresa Carvalbo and Kirsi Pulkkinen

Introduction

Hybridity in universities is an understudied phenomenon. A (critical) re-
search stream investigates the (negative) influence of markets and private-
sector logics on universities and academic work (Enders et al. 20135; see also
Siekkinen 2019), but only a few studies attempt to understand the hybridity
of universities (Bruckmann and Carvalho 2018). In organisations, hybridity
has the following dimensions: mixed ownership, goal incongruence, com-
peting institutional logics, multiple funding arrangements and public and
private forms of financial and social control (Johanson and Vakkuri 2017).
Hybridity in universities has increased due to structural reforms related to
organisations and their decision-making, competing logics of the profes-
sion and organisations, diversification of funding sources and changes in
value-oriented principles. Changes in professionals’ roles in controlling ac-
ademic work are driven by stakeholder participation and growing demands
for societal and policy relevance. Additionally, hybridity results from the
policy push to merge different types of higher education institutions (HEIs)
(Pinheiro et al. 2016).

Hybridity is not a new phenomenon in universities, which historically
have accommodated multiple functions, programmes and cultures (Kerr
2001). In the famous triangle of coordination, Clark (1983) introduced
the notion that hybrid principles exist in universities because the roles
of the academic oligarchy, the market and the state vary across nations
and history. More recently, the rise of market and government-led re-
forms inspired by new public management (NPM) and academic capi-
talism has infused marketplace logic into modern universities (Slaughter
and Leslie 1997). This development has increased universities’ staff in
administration, support and professional management (Gornitzka and
Larsen 2004). Additionally, new groups of professional support staff have
emerged (Whitchurch 2008; Ryttberg and Geschwind 2017; Stage and
Aagaard 2019).
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Earlier studies have shed light on how contradictory logics in universi-
ties, mediated by managers, among other factors, are connected to the rise
of hybrid leadership (Berg and Pinheiro 2016; see also Deem 2004;). Other
studies have indicated a link between entrepreneurialism and administra-
tive capacity (e.g., Baltaru and Soysal 2018). However, much remains to
be understood regarding the dynamic, complex interplay of goal incon-
gruence, (clashing) institutional logics and internal change and transfor-
mation. Consequently, based on the literature, hybridity seems interwoven
into higher education’s (HE’s) systemic structures, policies, institutional
logics, values and work practices.

We explore multilevel hybridity in HE systems, particularly the effects of
marketisation on publicly funded universities. We build a study based on
the literature on how government policies and mechanisms, such as funding
models, nurture the hybrid-operating context of universities. We shed light
on how policies affect universities” hybridity as organisations. Furthermore,
we explore how these hybrid policies and organisational practices create
new hybrid positions in the HE organisational field (Pinheiro et al. 2016)
and influence academic leaders’ positions. To understand the links among
different layers of hybridity, we adopt a conceptual perspective of nested
hybridity to analyse four levels of hybridity and hybrid value creation in
HE: the system, the institution (organisation), tasks (work descriptions and
positions) and work.

The concept of nested hybridity assumes that the systems at the dif-
ferent levels are embedded and interconnected. Our study’s main impli-
cation for studies on hybridity is that many changes that either foster or
hinder hybridity occur, not solely at national or organisational levels but
also at the level of" professional practices and work descriptions. If the
analysis of hybridity is conducted only at institutional and policy levels,
the analysis remains detached from professional practices, where hybrid-
ity is best observed. Additionally, hybridity is changing the definitions of
public-private division. Studies approaching changes in the public sec-
tor often stress the changing (degenerating) values of public institutions,
the privatisation of the operating environment and the strengthening of
managerialism. In section Nested hybridity and value definition, we first
define the idea of nested hybridity and value definition, followed by the
descriptions of the different levels of nested hybridity (section ‘Levels of
hybridity’).

Nested hybridity and value definition

The sociology of professions highlights the professions’ role in the crea-
tion of public policies, practices and structures. Despite academic concerns
that business management and performance measurements in the public
domain weaken professional practices and values, professionals institute
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new practices (Noordegraaf and Stein 2013). Professionals are the objects
and the subjects of change (Newman 2013).

It is professionals who are entrusted with the impossible job of recon-
ciling the needs and wants and of managing the relationship between
hope and fear who they serve. Professionals are also carriers of all of
the contradictions of “modern” welfare states, embodying the dreams
of quality and social justice while struggling with the realities of unruly
populations, administrative recalcitrance, and political game playing
(Newman 2013, 41).

It is often empirically difficult to verify whether system-level hybridity
results from changes in work or whether system-level changes alter aca-
demic work. This gives rise to the debate on whether the individual or the
collective is the source of new values and practices. A crucial question in
hybridity and hybrid value creation (as in strategic management, more gen-
erally) is whether new, value-creating knowledge is fundamentally about
organisational processes or more rooted in the attributes and the abilities
of the individuals involved (Felin and Hesterly 2007). This question gains
high importance in professional sectors, such as HE. In its simplest form,
the issue becomes a question of causal directionality, whether hybridity re-
sults from downward causation or supervenience, that is, upward causation
(Felin and Hesterly 2007). Professional practices constitute an important
intermediate variable between individual and organisational levels, and the
direction of causality is difficult to capture. Hybrid practices and values
occur at every level. We therefore argue that hybridity is nested in public-
service organisations, such as HEIs.

The idea of nestedness originates from the ecological system theory. In
a seminal book, Bronfenbrenner (1979) introduced the idea of nested sys-
tems, describing a Russian doll-like system of concentric circles formed
by microsystems, mesosystems, exosystems and macrosystems. We de-
scribe work in an academic community as the microsystem, the organi-
sation of academic work in work descriptions and managerial dyads as
the mesosystem, institutional logics and policies as the exosystem and the
HE system (societal views on HE) as the macrosystem. These subsystems
parallel Noordegraaf’s (2015) levels of professional work: socio-political
(ideological and cultural configurations), institutional (institutional log-
ics), organisational (different sets of coordination principles) and psy-
chological perspectives (multiple work values, identities and traits of
professional action).

In current research on HE systems, the discussion on nestedness has
mostly concerned the system and the organisational levels. The typical
macrofocus in HE research is shown in a study on nestedness in Euro-
pean universities by Hiither and Kriicken (2016), who made the region the
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lowest level of analysis. Pinheiro et al. (2014) introduced the concept of
nestedness and included the organisational level in discussions but used it
synonymously with closely related policy tensions, without explicitly sep-
arating the levels analysed or emphasising the dynamics of microsystems
and mesosystems. Consequently, the analysis that takes into account the
individual level, as well as the level of work descriptions and positions, has
not been done earlier.

The nestedness of hybridity is interlinked to the discussion on pub-
lic value, especially to the value-definition process. In HE policy, the
system-level value of HE is defined by governments and their stakehold-
ers. If this process is approached by the concepts of traditional policy
analysis, these statements on public values are transferred to public or-
ganisations and implemented by their management practices. However,
HE is an example of a complex field where policy implementation is
often experimental, characterised by high policy ambiguity and, often,
much conflict on goals.

Thus, professionals are responsible for operationalising vague goals,
such as “quality of science,” “societal relevance” or “needed skills in la-
bour markets,” and policy formulations on measurable output levels are
actually done bottom-up at the “street level” (see Lipsky 1980) by the
same professionals who are steered by these policies. It is also important
to identify the professional group that legitimises the activities. Does it
comprise professional bureaucrats and support service officials and their
values and norms (e.g., pedagogical development, innovation services and
civil service ethics), or academics and their disciplinary and professional
norms?

Although academic self-governance is decreasing in the hybrid environ-
ment, professional work and scientific evaluation remain to play an impor-
tant role in managerial reforms, for instance, being the most important
steering force in publication forums, funding agencies, as well as in the
work of HE evaluation and programme evaluation councils (De Boer et al.
2007; see also Musselin 2013b). Thus, the value definition is also nested
and hybrid, entailing a dynamic process involving different policy levels
and actors.

Hybridity affects the public value definition process at all levels of
the nested system, since public values are also layered (see Jorgensen
and Bozeman 2007). The nestedness of the public value definition in
professional service organisations (see Figure 4.1) starts from the micro
level and continues to the macro level. One level has implications for the
others. In the following section, we discuss the different levels of hybrid-
ity. We then conclude by describing the interlinkages among the layered
systems.
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Levels of hybridity

Hybridity in higher education policy

In many Western countries (Greve et al. 2016), government reforms that
are aimed to modernise the public sector endanger HE’s public funding
base and nature as a public good (Marginson 2011). HE policy is a branch
of public policy with many societal (non-academic) aims. HEIs are often
used as policy instruments to implement government policies (Pekkola and
Kivisto 2016) and advance different goals (Saarinen and Vilimaa 2012).
Governments and citizens place increasing expectations on HEIs (Ha-
zelkorn 2015). For instance, research must show societal relevance and
impacts identified ex-ante (Kogan and Teichler 2007), while teaching is
measured by ex post indicators, such as graduates’ employment rates and
returns on investment (Moraru et al. 2015). The student’s role as a cus-
tomer has been also discussed for more than decade also in public systems
(e.g., Eagle and Brennan 2007). Moreover, governments have made multi-
ple attempts to steer and measure the universities’ so-called third mission or
societal interaction (cf. Pinheiro et al. 2015; Agasisti 2017). Universities are
perceived as engines of national and regional economic development (for a
recent literature review, see Pinheiro and Benneworth 2018).

Mixed ownership and funding arrangements are arguably among the
most important changes driving HE hybridisation (Johanson and Vakkuri
2017). In Western, Central and Eastern Europe, as well as in less-developed
areas, the numbers of private HEIs have grown rapidly, changing the dy-
namics of the national systems and their profiles in general (Levy 2018; cf.
Dobbins 2011; Jamshidi et al. 2012). Many continental HE systems have
made more incremental and thus more moderate changes (Pinheiro et al.
2019). First, the changes in the structures of ownership typically involve a
shift in the legal status from public to private (e.g., limited companies and
foundations). Second, service units or in-house companies (e.g., spin-offs,
consultancy, continuing education and laboratory services) and support
services (e.g., cleaning, real estate management and religious services) are
established to perform some HEI functions. Third, many support ser-
vices (e.g., marketing and recruitment campaigns for senior management
and students) are outsourced. However, most of the few studies on out-
sourcing have been conducted in the United States (cf. Gupta et al. 20035;
Wekullo 2017).

Changes in funding have also increased HE hybridity. Western HE sys-
tems have encouraged HEIs to expand their funding sources, and declining
government funding has forced many universities to search for new funding
streams, increasingly from the private sector (Hagen 2002). Many Euro-
pean countries that historically have fully funded public HEI systems have
sought to diversify the funding streams of HEIs by introducing student
fees, for-profit services and non-profit but fee-based education (European
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Universities Association 2011). New actors, including research institutes,
non-profit organisations, firms and think tanks, have entered the competi-
tive public funding, knowledge-production market (Slaughter and Rhoades
2004). This once-closed, bureaucratic, relatively organised resource envi-
ronment has become more dynamic and turbulent (Pekkola 2014).

Traditionally, HE policies have been implemented through a mixture of
top-down (bureaucratic) and bottom-up (professional) logics (cf. Gornitzka
and Maassen 2000). Two decades of NPM-inspired reforms have shaped
the current policy environment, privileging the efficient and effective man-
agement of independent performance centres or subunits (Christensen and
Lagreid 2011; Geschwind et al. 2019). Consequently, performance units
pursue performance and objectives that make managers responsible for
selecting the steering instruments and implementation approaches, often
borrowed from the private sector (cf. Parsons 1995). The system-level mix-
ture of private and public ownership and diverse funding (i.e., hybridity)
has spilled over into universities and their units amid changes to HEIs’
state-brokered social contract (Maassen 2014). Once based on trust, over
the past 15 years, it has increasingly centred on outcomes and deliverables,
particularly performance-based agreements and contracts between HEIs
and national authorities (Gornitzka et al. 2004).

Hybridity of system-level value definition

The system-level value definition can be described with the concept of net-
work governance. Khelifi (2019) uses network governance model to de-
scribe the process of policy definition in HE, characterised as state-driven
network governance. The value of HE is defined together with national
stakeholders and international policy actors (e.g., Bologna Process). As de-
fined in the HE literature (e.g. Lyytinen et al. 2017), the main stakeholders
are the actors in innovation, competitiveness and technology policies, as
well as education, science and civilisation (culture) policies.

In the macro-level discussions, the hybridity of public value creation in
the HE sector can be best observed in the policy discourse within the sec-
tor. The traditional values that universities have been producing for society
and societal decision-making, such as civilisation, objectivity and neutral-
ity, have been replaced by competitiveness, relevance and strategic benefit.
The HE sector is expected to produce knowledge that is relevant for stake-
holders and fitting for strategic societal needs.

Hybridity of universities as organisations

Universities are hybrid organisations due to their multiple functions, loosely
coupled structures and subcultures (cf. Pinheiro and Young 2017). HEIs are
characterised by inherited, competing, organisational and academic insti-
tutional logics, which have intensified in recent decades (Birnbaum 1988;



66 Elias Pekkola et al.

Canbhilal et al. 2016). Wide-ranging reforms introducing market-like logics
(managerialism and NPM) into HE systems globally (Slaughter and Les-
lie 1997) have highlighted tensions between competing institutional logics
(managerial versus professional; Berg and Pinheiro 2016).

The literature on professions has addressed these tensions through the
interplay between the often clashing organisational and professional logics
(e.g., Evetts 2009). In the organisational field of HE, a major tension arises
in the notions of the university as an institution and an organisation (Clark
1983; Olsen 2007; Vilimaa 2018, 2019). Regarding the university’s basic
tasks as an institution, its core teaching and research functions and nor-
mative values (e.g., professional autonomy, collegiality and universality)
have been rather stable. However, the university as an organisation (gov-
ernance structures and goals) has changed dramatically due to increasing
external expectations (Vilimaa 2018, 2019), particularly by reforms aim-
ing to increase accountability, efficiency and responsiveness (Pinheiro and
Stensaker 2014).

Since the late 1990s, the corporatisation of universities under NPM pres-
sure has drawn research attention (cf. Langmead and Kenway 1998; Mar-
ginson and Considine 2000; Giroux 2009; Vilimaa 2012). These mostly
critical studies have emphasised the threat of managerialism to the tradi-
tional and ultimate goals of HEIs in society and to academic work and
professionalism (Santiago and Carvalho 2010). In the welfare-state con-
text, the HEIs’ social and cultural relevance was framed by democratisa-
tion principles. HEIs were considered essential instruments to promote
universal access to education and contribute to a more equitable, respectful
and just society (Carvalho in press; Zaijda et al. 2006). With the NPM/
managerialism influence, HEIs are now conceptualised as service providers
expected to offer effective solutions and added value to the complex net of
social agents with whom they interact (Carvalho in press).

HEIs are “‘enterprised’ by a powerful logic of managed performance, ex-
ecutive centralisation and a new code of corporate governance” (Considine
2001, 145). This logic has been called a competitive ethos, contrary to the
collegial ethos (Kallio et al. 2016). The values of performance-based man-
agement have been opposed to normative publicness (Chatelain-Ponroy
et al. 2018), as “professionality is replaced by accountability; collegiality by
competition and interpersonal performative comparison” (Ball 1997, 261).
The competing logic of managerialism is exemplified by universities’ per-
formance management systems.

At the organisational level, other important sources of organisational
hybridity are public and private forms of financial and social control. Many
European countries have incorporated universities into the public sector
and directly linked bureaucratic control to public legislation, directing
uses of financial resources, the work of civil servants and HEIs’ structures
and processes. Recent reforms in national HE systems have changed this
picture. Corporate law increasingly regulates finances and employment
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relations, while complicated contractual arrangements control academic
work, intellectual property rights and various relationships (e.g., Vilimaa
2012; Musselin 2013a).

Hybridity of organisational value definition

The hybridity of the logics of the value definition and production process at
the organisational level can be described as a competition between formal
and substantive rationalities or between two or more substantive rational-
ities. Substantive rationality represents the degree to which something is
supplied according to some ethical criteria. In contrast, formal rational-
ity is a form of technical, procedural and calculable rationality, which is
context-free and instrumental (Weber 1978; see also Eisen 1978; Broadbent
and Laughlin 2009). Much of the discussion on public value creation in a
hybrid organisational setting is actually about the balance between formal
and substantive rationalities.

All performance measurement systems aim to create a bridge between
substantive and formal rationalities (see Broadbent and Laughlin 2009) in
order to convert national policy goals into defined goals and indicators that
measure organisational substantive behaviour. In HEIs, this means per-
formance measurement and managerial practices or ethos that are imple-
mented in organisations across disciplinary and professional boundaries.
Consequently, at the organisational level, the discussions on hybridity tend
to focus on the academics who either adapt or resist the “iron gage” of per-
formance management and managerialism. Additionally, hybridity is blur-
ring different substantive rationalities, such as private (industrial/utilitarian)
and public (civil service/ethical) values (see Weber 1978, 85). Hybridity can
also be observed as an interference with or an integration of stakeholders
into the organisational decision-making and definition of value.

De Boer et al. (2007) describe the impact of NPM-related policies, such
as productisation, third-party funding, tuition fees and vouchers, on or-
ganisational governance. They utilise the analogy equaliser (or a tuning
board) to describe the balance between different (hybrid) definitions of aca-
demic work. They argue that governance of a university as an organisation
is a hybrid of five dimensions creating the “organisational frequency” for
managing academics: state regulation, stakeholder guidance, academic self-
governance, managerial self-governance and competition. When universi-
ties draft their own definitions of public value and plan their performance
management systems to measure, report and communicate the value, they
have to take into account the systemic dimension for finding their own tune.

Hybridity of work descriptions and positions in universities

At the organisational level, private and public domains and forms of con-
trol in HEIs have been perceived as reflecting the binary divide between
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professional and managerial values and practices. Whitchurch (2008,2010)
calls the combination of private and public spaces and logics “the third
space.” The third space blurs activities and roles, changing the working
life and creating the need for new skills in professional work. At the system
and the organisational levels, the hybridity of HE affects the work descrip-
tions, job demands and academics’ identities that are sensitive to external
influences (Henkel 2010; Evetts 2011). Competing institutional logics and
private and public control create areas of hybridity in HEIs’ organisational
structure, particularly in the intersections of the competing logics.

While in the Humboldtian tradition academic roles were clearly associ-
ated with the main roles of teaching and research, current studies conclude
that the use of academic time varies across countries (Kozmina 2014). To
a great extent, the diversity of roles stems from the hybridity at the system
and the institutional levels. Institutions employ academics with diversified
roles; some have a research-intensive focus, while others have a teaching fo-
cus. Teaching and research are disintegrating simultaneously with the ten-
dency to separate