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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.  


same time, the local transport authorities became responsible for local and regional train 
 services. They took on this new responsibility in a marketized way and started the layering 
 process of external marketization as they began to tender out unprofitable traffic in competition 
 or enter into negotiated contracts with Statens Järnväger. The first competitor entered the market 
 on regional traffic in 1990 and in 1993 a new authority, Rikstrafiken, started to tender out the 
 interregional subsidized lines (SOU, 2008). The national level followed the practice of the local 
 level and commenced a layering  process by tendering contracts for national lines next to the 
 national monopoly of the SOE. 


The corporatization of Stätens Järnväger took place in 2001 and a 100 per cent state-owned 
 company, SJ AB (SJ), was established (Christensen, 2017 (forth.)). The motivation, among 
 others, was to secure better market access, so SJ was turned into a passenger rail operator and 
 other parts of Stätens Järnväger were turned into individual SOEs including freight, 
 maintenance, cleaning and the stations (SOU, 2013). SJ kept its monopoly to run all 
 interregional lines it found commercially viable. Next to this, SJ entered into a negotiated 
 service level agreement with Rikstrafiken of ten commercial lines until 2010 (Swedish National 
 Auditor, 2005). The corporatization created a powerful SOE as market actor that acted within 
 the  layered  market set-up of tendered and commercial traffic based on its historically based 
 rights and privileges in terms of former agreements and later negotiated contracts that excluded 
 tender processes of central lines. In the Stockholm region SJ had a twenty-year cooperation with 
 more local authorities about ‘Trafik i Mälardalen’ (TiM). SJ ran the regional services in its own 
 name while the transport authorities paid for certain service levels and access to trains on the 
 commercial interregional lines. There were political discussions about dismantling the 
 commercial monopoly (SOU, 2013), which was safeguarded, but not strengthened as SJ wanted: 


‘SJ did not have a special purpose from the owners, but the Swedish population had the 
 perception that SJ had […]. We said we are a SOE and we think we should have a special 
 purpose’ (Ulf Adelsohn, Chairman of the Board, SJ, 2002–2011). 


It is the local authorities that can be said to have taken over the historical role of the SOE 
 stepwise in a process of displacement. Since 1999 the local authorities have been buying fleets 
 through the shared company Transitio AB, establishing their own ticketing systems, and 
 planning organizations and brands for their traffic, but with the traffic tendered out. Over time 
 the local transport authorities have been given the rights to organize interregional commuter 
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services together first by application and later in 2012 in the legislation for public transport 
 (SOU, 2013)  as they were turned into regional transport authorities. In 2012 they also got the 
 task of developing plans for the interregional commuter services. In this line the regional 
 transport authorities engaged in TiM decided to tender out the entire transport system under the 
 name of MÄLAB. As a manager said, the plan was ‘to cut out the last protected parts of the 
 regional market from SJ’ (manager, Stockholm regional transport authority (SL)). This was 
 previewed to make a partly subsidized takeover of some of SJ’s current commercial lines and 
 caused discussions about the limits for commercial and tendered traffic (SOU, 2015). The 
 regional transport authorities have become powerful actors in external marketization moving 
 from being only tendering authorities on mainly local traffic to being transport authorities 
 controlling interregional services and thereby limiting the advantages of SJ as a market actor. 


According to a manager from the Ministry of Enterprise and Innovation: ‘They have almost 
 become small SJ themselves.’ 


From 2008 onwards SJ’s commercial monopoly on the interregional lines of SJ began to be 
 removed stepwise by opening up for competition first for commercial charter and night train 
 services and finally for interregional services from 2010. A new market was created based on 
 competition ‘on the tracks’ for the best slots with the Swedish Transport Administration in 
 charge of granting slots on the network (SOU, 2013). The market is based on the operators 
 providing fleet, ticketing systems, maintenance facilities and commercial brands and here SJ has 
 advantages owing to its historical monopoly position. As a manager from SL says: ‘They are in 
 practice an unregulated monopoly […] they kept their fleet, bought new fleet, kept the brand 
 sj.se etc. […] precisely what traffic to conduct is transferred to the market which in practice 
 means that you have given the mandate to the board of SJ and the CEO to manage it 
 themselves.’ The national traffic of the country is still dependent on SJ, but now without the 
 monopoly, and the same goes for the sectorial challenges. On a national level there is no single 
 authority  that has the responsibility for the sector (SOU, 2015): ‘Often it is the actors that see 
 the problems and then try to coordinate’ (manager, Ministry of Enterprise and Innovation). In 
 this sector coordination, SJ is perceived to have a special role by sectorial stakeholders, and SJ 
 has placed itself centrally in sectorial organizations (Crister Fritzson, CEO, SJ, 2012–), but it 
 does not want a formalized special purpose: ‘We are [already] running this company as the 
 railway for entire Sweden’ (Chairman of the Board, SJ, 2011–). SJ is positioning itself in the 
 new layered market as a market actor with a special responsibility as the biggest operator. 
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However, the main part of the public service is on a regional level, and SJ could be seen as a 
 market actor in drift  with no political strategy for the role of SJ and even with political 
 considerations of privatization (SOU, 2015) in the air.  


Figure 1 Timeline of the Swedish case of full-blown competition focusing on SOE SJ AB 


The Danish case of competition on hold  


The Danish rail sector emerged as a result of both public and private initiative, but already in 
 1880 the state took over the main lines on the network and a directorate-general DSB was 
 established with direct reference to the Minister of Transport. Next to this, the secondary rail 
 lines were arranged in a myriad of ‘private’ corporations often with a mix of private, state and 
 municipality capital, but they were handed over to the regions from the 1970s to 2000 (Longva 
 et al., 2005). In 1993, the marketization of passenger rail commenced as DSB was transformed 
 into a state company and subordinated under the Ministry of Transport. In the period 1996–1997 
 a vertical separation took place when the rail network was placed in a Rail Net Authority to be 
 supervised by the Rail Agency (Longva et al., 2005). In 1998, the legal framework for tendering 
 out rail services and open access traffic was passed in the Danish parliament. The same year 
 DSB was corporatized into a statutory rail company to be run on business conditions and with 
 the opportunity to run rail services  abroad  (Christensen, 2015). The internal marketization 
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opened up a role for the SOE as a market actor in the new layered  external marketization in 
 terms of tendered traffic and open access traffic both domestically and internationally.  


The corporatization also led to another element in external marketization, namely, the negotiated 
 contract between the Ministry of Transport and DSB that describes their public service 
 responsibility. The first one ran from 2000 to 2004 and gave DSB monopoly rights over the 
 interregional traffic. DSB kept a central role in the organization of the rail transport system, but 
 also in the broader transport sector as a coordinator (Christensen, 2017 (forth.)). With the first 
 tender of traffic in 2000, DSB tried to act as a market actor by bidding on its own traffic, but lost 
 to Arriva. It is evident that the layered set-up created a dominant actor in the new market. DSB 
 used its institutional role in the new commercial tendered activities and was accused of making 
 a bid that would lead to a loss on the operation, which is against DSB’s articles of association 
 (Danish Auditor General, 2002). Alongside this, DSB started to compete for contracts abroad 
 and, after they lost the first domestic contract, international expansion became part of the 
 company’s strategy (Christensen, 2015).  


In the following years there was political support to further tender out traffic (Danish Ministry 
 of Finance, 2003). At the same time the organization of passenger rail was changed towards 
 arm’s length as market regulation was moved to the new Transport Authority in 2003 and 
 sectorial policy and ownership stayed in the Department of Transport. DSB and the Ministry of 
 Transport entered into a new negotiated contract from 2005 to 2014 (Christensen, 2017 (forth.)). 


The second contract was entered into after Arriva had entered the market for passenger rail. 


DSB’s interregional rail monopoly stayed, but its historically generated knowledge, systems and 
 material in terms of education of train drivers, ownership of rail fleet, maintenance workshops, 
 facilities for refitting, stations and ticketing systems were regulated in greater detail to secure 
 better access for new operators as DSB had caused problems in external marketization. Despite 
 this, DSB was still a market actor: ‘There was consensus about the international, there was 
 consensus about commercialization and there was consensus about tendering-out’ (Søren 
 Eriksen, CEO, DSB, 2007–2011; EVP, DSB, 2002–2006).  


In 2006 DSB won the second Danish tender in cooperation with the Scottish company First 
 Group. The partners also won the related tender in Sweden and became responsible for the 
 commuter traffic north from Copenhagen and in southern Sweden (Øresundstrafikken). From 
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2009 onwards DSB both won contracts and bought activities abroad. DSB became the second 
 biggest operator in Sweden and proclaimed: ‘An offensive strategy abroad is so to speak helping 
 DSB to become more efficient and customer oriented on the home market’ (DSB, 2010, p.33). 


Later it became evident that the international activities were causing major problems and that 
 the synergies had turned into debt for DSB (Danish Auditor General, 2011). DSB was accused 
 of accessing illegal state aid through cross-subsidies of maintenance services in the Danish 
 operation. DSBFirst handed over the Swedish part of the contract to the Swedish Authority in 
 2011, but kept the Danish contract. In 2011, all future plans for tendering out were officially put 
 on hold owing to major projects in the sector and the major economic problems within DSB, 
 and in 2012 the contract management was centralized back into the policy department within the 
 Ministry of Transport. The Ministry was criticized for not having taken enough action regarding 
 DSB’s financial problems (Danish Auditor General, 2014). It opened up for a redefinition of the 
 role of the SOE in external marketization: ‘The lessons learned are that you cannot have a 
 tendering policy without a policy for what do you want to do with DSB as a company. That is 
 the place where, one might say, the railway policy has been ever since’ (manager, Ministry of 
 Transport).  


DSB was forced to cut costs and close commercial activities (Christensen, 2015)  and a new 
 strategy process started during the negotiation of a third negotiated contract (Christensen, 2017 
 (forth.)). The few competitors tried to push for more tendering out via reports and meetings with 
 politicians and the Ministry (managers, Arriva) and even the unions moved positively towards 
 competition as DSB pushed the labour conditions in the cost-cutting reforms (manager, Danish 
 Rail Union). The EU also pushed for competition in discussions on the fourth railway package. 


The strategy process of the SOE took an unexpected turn: ‘We looked at the main purpose of 
 DSB and concluded DSB is actually not created to operate trains, but instead to administrate the 
 system, that makes is possible for as many as possible to use trains’ (Jesper Lok, CEO, DSB, 
 2012–2014). This perspective was later found in the political agreement behind the new 
 negotiated contract 2015–24 where a potential role of DSB as an authority with responsibility 
 for the fleet, ticketing and planning in external marketization is to be evaluated. This points back 
 to what the competitors formulated: ‘DSB’s role and how to act comes down to their historical 
 background and to a large extent also their expertise. Others are also asked, but then they are 
 politically asked first’ (manager, Danish industry). The contract put tendering on hold until 2020 
 and the already layered element of the existing contracts for DSBFirst was integrated into 
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DSB’s traffic. A manager in the Ministry of Transport interpret it as‘a narrow model for 
 tendering out as opposed to a big one. And it represents the political consensus at that time […] 


but it also represents an idea on how to solve the coordination problem.’ The role of the SOE in 
 external marketization can therefore be seen as reconversion  back to the historical role of the 
 SOE as the coordinator of the sector, although now on marketized conditions.  


Figure 27Timeline of the Danish case of competition on hold focusing on the SOE



Discussion 


The analysis from a gradual institutional change perspective has shown that the external 
 marketization of passenger rail in Sweden and Denmark has created passenger rail sectors with 
 more actors and markets, but at different paces, and with different uses of governance 
 mechanisms and different governmental levels. The SOEs have in this set-up become strategic 
 market actors where their historical institutional position both enables and constrains them. The 
 following discusses this development in a gradual institutional change perspective and how it 
 could be understood and conceptualized in a public governance perspective.  


Layered process of keeping the old institutional SOE while creating a market actor SOE  
 The historical background of the SOE in both countries is one of nationalization creating an 
 SOE that becomes a sector. In the external marketization Swedish SJ’s legally protected 
 monopoly rights were gradually rolled back. In Denmark the legal framework was put in place 
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for open access and competitive tendering from the beginning, but next to this the DSB’s 
 monopoly rights were secured in negotiated contracts valid for ten-year periods of time. The 
 reform of the SOEs into passenger rail operators could be argued to be through a layered 
 process, where new elements were added to old ones. The reforms in both countries led to three 
 different kinds of market. First a negotiated or protected market set-up based on the historical 
 and institutional role of the SOE combined with, second, a new competitive tendering market 
 and, third, a commercial open access market in which the SOEs became market actors. In 
 answer to Florio and Fecher (2011) the cases show that when SOEs are not privatized at once, 
 they are corporatized in internal marketization (Christensen, 2017 (forth.)), where they keep 
 their historical role that becomes the institutional bases for the creation of new markets in which 
 they become market actors. In a public governance perspective, this points to SOEs as tools for 
 governments  (Salamon, 2002)  in the public–private mixes of today’s public service delivery 
 (Wettenhall, 2010). Where the literature has seen corporatization as a potential step towards full 
 privatization  (Thynne, 2011), the cases show that the role of the SOE evolves and can be 
 enabled by the new governance mechanisms that are created in the layered set-up. 


Swedish displacement of the institutional SOE and drift of the market actor  


In Sweden there has been a clear separation of national sectorial and ownership policy and 
 dominant local/regional transport authorities in the tendered market that seems to have 
 weakened the role of the SOE despite its strong historical position. It is the local authorities that 
 introduced tendering out of contracts at the beginning of the 1990s and actually moved the 
 formal institutional market reform of 1988 further than intended on a national level, as also 
 pointed out by (Alexandersson, 2010). What this study shows is that they are displacing  the 
 historical and institutional role of the SOE to the regional level, first, as local tendering 
 organizations, by buying fleet, developing ticketing systems and brands, and finally, as regional 
 transport authorities, by incorporating SJ’s former commercial traffic into future tenders directly 
 against the intention to de-regulate passenger rail as proposed on a national level. This spills 
 over on the SOE, which, as a market actor with no formal privileges, can be seen as drifting as 
 the institutional context changes, where it keeps its historical position as an SOE, but the role is 
 not renegotiated. This shows the importance of the understudied local and regional level when 
 understanding contemporary SOEs (Grossi et al., 2015). 


Danish reconversion of the SOE  
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In Denmark neither open access nor competitive tendering have been implemented to a wide 
 extent and the SOE is still a quasi-monopoly via the negotiated contract. Thus external 
 marketization is reduced. Over time the new layered elements have become, so to speak, less 
 threatening to the old institution, the SOE. Creating an arm’s length position between the State 
 and the SOE has been a guiding principle (Thynne, 2011), but the Danish case challenges this 
 notion. While the arm’s length principle is the ambition, owing to problems caused by the SOE 
 as market actor in the layered set-up, the Minister of Transport has regained control over the 
 decisions of DSB, the sectorial policy and the market governance (Christensen, 2015). As it is a 
 statutory company, the DSB Act is a central institution, and the corporate strategies are 
 interpretations of this. When the political level stays close to these ongoing interpretations of the 
 SOE as market actor, it seems to strengthen the possibility of returning to the historical role of 
 the SOE. In the Danish case the SOE is at first directed and interprets the role towards the new 
 goals as a market actor, but later it is redirected back via interpretations towards the historical 
 role and could be said to be reconverted. The Danish case is close to the policy tool approach of 
 the SOE literature (Thynne, 2011, Florio (ed.), 2013), but it highlights that it is not only a matter 
 of optimal regulatory choice by politicians (Del Bo and Florio, 2012), but also that 
 contemporary SOEs as actors (Bernier, 2014, Paz, 2015, Rentsch and Finger, 2015)  and the 
 ministries  (Christensen, 2015)  influence the redefinition of SOEs as part of external 
 marketization.  


SOEs as institutional market actors 


From the above it becomes evident that the institutional relationships that emerge following 
 reforming of the historical SOE both constrain and enable the development of the role of the 
 SOEs as market actors in the marketization of public service delivery. The SOEs do have some 
 incumbent privileges born out of the historical and institutional role as SOE that consist of more 
 than legally or contractually based privileges, namely knowledge, historical relationships, fleets 
 and technologies that have value for sectorial development, as pointed out by Paz (2015), and 
 this article shows that they also have political access and influence that together form their role 
 in external marketization. The role of the SOE could be conceptualized as an ‘institutional 
 market actor’ since it creates institutional relationships for the SOE that go beyond those of a 
 market actor in external marketization and relate to the historical governance and institutional 
 role of SOEs. Within the institutional relationships the SOEs manage through a double strategy 
 of commercial expansion and protection of their historical position. This is supported by 
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Rentsch and Finger (2015) who term the state–SOE relationships ambiguous. However, this 
 study shows how it changes over time, that more relationships can occur and that, because of the 
 ambiguity, it is not just a principal–agent relationship of powering interest, but also based on a 
 process of puzzling and meaning making where influential actors are shaping the role of the 
 SOE together.  


For SJ the roles are closely related because it used its former monopoly to strengthen its position 
first in the tender market through alliances and later in the open access market owing to 
historical, now commercial assets like the fleet and the brand. However, SJ as a market actor 
without any formal institutional role is threatened by both the regional authorities and the 
commercial market actors. While not being formally renegotiated on national level, SJ is faced 
with historical expectations by other stakeholders (Yeung, 2005)  and turn it into a strategy to 
play a privileged role in coordinating sectorial challenges pointing to a New Public Governance 
approach (Osborne, 2010) to the SOE. In the Danish case DSB used an international strategy to 
become less dependent on its domestic position. However, the international strategy backfired 
and DSB influenced the external marketization domestically. In this process, via its own 
strategies and the Ministry’s wish to regain control, DSB has returned to being the institutional 
national SOE and for now is protected by a negotiated contract that can be seen as a New 
Weberian approach (Pollitt and Bouckaert, 2011) to SOEs.  
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