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                        (Sider 147-151)

                    

                            
            
                                
                    Earlier reasons for state ownership were to secure growth in situations with lack of market or to 
 take over activities from the markets for strategic reasons (Farazmand, 1996).  Milward (2011) 
 adds broader concerns of social and political unification and national defence as motivation for 
 former state ownership. As Lodge (2002)  points out, then, public ownership and undertakings 
 were as natural in public administration as privatization became in the 1980s and 1990s by its 
 advocates. If not outright privatized through  NPM reforms, SOEs can be said to have been 
 reformed in two different ways. In internal marketization they were corporatized (Christensen, 
 2017 (forth.)), which created an ownership relation and not (only) a political relation to the state 
 (Christensen and Lægreid, 2003). It created an economic and judicial independent actor within 
 the state that could be a step towards privatization (Thynne, 2011). Second, which is under 
 investigation in this article, came external marketization where the activities of SOEs were 
 liberalized and the SOEs became market actors in the new markets of public service provision 
 of their former activities (Christensen, 2015, Paz, 2015, Rentsch and Finger, 2015). Research 
 has with divergent results compared the performance of SOEs with their private counterparts 
 (Willner and Parker, 2007, Bruton et al., 2015) and how they have internationalized (Clifton et 
 al., 2011). This article explores in a public governance perspective the role of SOEs in public 
 service delivery in the external marketization of their former monopoly. 
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Two different strands of literature can be identified that focus on SOEs in external 
 marketization. On one side is the public policy and organization literature that in the defence of 
 the SOE as a policy tool (Thynne, 2011)  focuses on issues of balancing autonomy and 
 accountability on the back of NPM reforms (Thynne, 1994, Wettenhall, 2001) paying attention 
 to new forms of (lack of) control through contracts (Wettenhall, 2001) and recently highlighting 
 process in a hybridity perspective (Grossi and Thomasson, 2015)  and that political influence 
 prevail  (Ennser-Jedenastik, 2014, Mortensen, 2016). A broader governance perspective that 
 stresses other stakeholders for the SOE (Yeung, 2005)  has been integrated to supplement the 
 SOE–state relationship (Thynne, 2013)  and a link to a regulation perspective has been made 
 (Wettenhall and Thynne, 2011). On the other side is the literature on public economy and 
 regulation of utilities. In the regulation literature external marketization is seen as sector specific 
 (Milward, 2011) while passenger rail is about competition (Sclar, 2005) for the tracks in terms 
 of tendered contracts or on the track for slots/rail access on commercial lines or competing 
 tracks  (Finger, 2014)  with the SOE perceived as an obstacle to achieving this (Finger and 
 Messulam, 2015). However, the public economy literature has regained interest in state 
 ownership as an alternative policy tool to external marketization in utilities (Del Bo and Florio, 
 2012, Florio (ed.), 2013, Florio, 2014).  


Table 2 Overview of the historical governance of SOEs and external marketization  


Historical governance of SOEs  External marketization of public service 
 Main actors  -  Parliament, the minister and the SOE   -  The regulatory and procuring authorities 


and the market actors including SOEs 
 Components  -  Direct orders and commands 


-  Policies on the political and societal 
 objectives for the SOE 


-  Contracting out of services 
 -  Authorizations or licences 


-  Sector regulation and competition law 
 Organization


al principles 


-  Statute-based SOE 


-  Political and coordination tasks for the 
 sector in the SOE 


-  Contracts  that define services and 
 obligations towards the sector 


-  Special service obligations on contract 
 basis on negotiated contracts 


Finance  -  State subsidy on the Finance Act 
 -  Public spending and user payment 


-  Public payment for contracted-in and 
 contracted-out  services combined with 
 customer payment 
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Gradual institutional change (Streeck and Thelen, 2005) offers a way of exploring the duality of 
 the role of SOEs in external marketization as it offers a theoretically informed analysis of 
 mechanisms of reproduction and change in reforms of a hybrid public sector (Christensen and 
 Lægreid, 2011)  that can highlight national differences (Bezes and Lodge, 2015). Where the 
 public policy and organization literature stresses the negative implications for the state when 
 moving away from the historical governance of the SOE, the literature on public economy and 
 regulation of utilities has stressed the normative advantage of external marketization, only 
 recently leaving room for a redefinition of public governance via SOEs. Both strands, however, 
 share the perspective of the state defining the role of the SOE as a policy tool (Salamon, 2002). 


Newer approaches also focus on SOEs as influential actors while being policy tools (Bernier, 
 2014, Christensen, 2015), where the state-SOE relationship is ambiguous (Rentsch and Finger, 
 2015)  and bi-directional wherein historical and political legacy matters (Paz, 2015). Gradual 
 institutional change focuses on the imperfection of reforms and the room that leaves for the 
 actors in play to change the institutions (Streeck and Thelen, 2005, Mahoney and Thelen, 2010). 


Institutions ‘are formalized rules that may be enforced by calling upon a third party’ (Streeck 
 and Thelen, 2005, p.10)  including organizations that are to some extent publically guaranteed.  


Institutions are to be studied as social regimes in which it is the continuous interaction between 
 rule makers and rule takers as interpretations that drive institutional change. It makes the 
 analytical focus on how reforms are implemented and not why they are passed (Hacker et al., 
 2015). 


Four types of gradual institutional change are relevant: layering, drift, displacement and 
 conversion  (Streeck and Thelen, 2005). Layering is where new institutional elements  are 


‘layered’ on an existing institution because the institution in itself is unchangeable. Drift is when 
 an institution is not renegotiated, and keeps its formal integrity, but is ‘drifting’ away from the 
 original intentions. Displacement is when new institutions are tired out from inside by 
 endogenous actors that try to replace old institutions with new ones. Conversion is when a 
 formal institution is redirected towards new goals. In this perspective institutional change can 
 occur because of either an abrupt shift by a coalition of actors or a subtle and relatively 
 uncontested step where the change is about meaning making (Conran and Thelen, 2016). 


Consequently the article focuses on how the role of the SOE in marketization is gradually being 
 changed by the actors with a special emphasis on the state and the SOE through the available 
 institutions that occur with marketization. 
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Methods  


The article is based on a qualitative comparative case study of the incumbent SOEs in Danish 
 and Swedish passenger rail to explore the evolving role of SOEs in external marketization. 


Inspired by Florio and Fecher (2011)  call to rediscover contemporary SOEs, in-depth case 
 studies have been conducted to help advance our empirical and conceptual understanding. To 
 strengthen the analytical generalization the two cases were selected by purpose as two polar 
 cases  (Eisenhardt and Graebner, 2007). Hence, passenger rail is a network industry with state 
 involvement both in infrastructure and via subsidies for services (Sclar, 2005) and a sector with 
 many SOEs (Finger and Messulam, 2015). As members of the EU, both countries have been 
 influenced by the European railway packages where Sweden is seen as a frontrunner (Finger, 
 2014). Denmark has set up legislation to comply, but has put liberalization on hold. So the cases 
 present new empirical insights on the sector that together lead to analytical generalizations about 
 SOEs in external marketization in a public governance perspective.  


The period under study is marked by the beginning of external marketization in both countries – 
 in 1988 in Sweden and in 1993 in Denmark. The case studies are based on explorative 
 interviews and document studies triangulated with semi-structured elite interviews (Eisenhardt 
 and Graebner, 2007). To strengthen the comparison of the two single in-depth case studies, the 
 data collection was standardized in terms of interviewing a minimum of the same actors, when 
 possible using the same types of document and using the same thematic coding scheme (Georg 
 and Bennett, 2005). To outline the development and identify disputes for the SOEs, Danish 
 national auditor reports, negotiated contracts and primarily Swedish commission reports were 
 analyzed. In both cases the first type of documents are of high quality since the authoring 
 organizations have privileged access to the SOEs and other actors in the sector. Annual reports 
 were used to map the SOEs’ market activities and interpretations of the reforms in terms of 
 strategies. The interviews were conducted in Danish and Swedish respectively over two periods. 


In each case eight explorative interviews were carried out alongside the document analysis, with 
 persons identified via the snowball method (Goldstein, 2002). The software Nvivo was used to 
 structure the final document analysis based on the coding scheme: reform, SOE ownership, SOE 
 commercial activities and SOE regulated activities with between three and six sub-themes and 
 timelines of external marketization and the activities of the SOE were created.  
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The first part of the analysis made it clear that the role of the SOE has not always been 
formalized. To triangulate the findings and deepen the understanding of the role of the SOE, 
twenty-five Swedish and twenty-two Danish in-depth interviews were conducted with managers 
from public authorities, the SOEs and sectorial organizations like unions, industrial 
organizations and competitors. The respondents were identified as elite representatives of their 
organizations, but access was often obtained via the snowball method. The interviews were 
transcribed verbatim and coded like the documents and analyzed as interpretations of the role 
and here the focus was also on searching for contradictions. There was often quite a common 
understanding of how the role of the SOE has evolved, but with differing perspectives on the 
advantages of that. The following analysis takes a contextual and historical departure focusing 
on institutional change as a process of interpretations by the actors with a special emphasis on 
the SOE, the incumbent operator, as rule taker and the public authorities as rule makers that 
drive institutional change as a process of both powering interest and making meaning over time.  
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