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                    company 100% owned by the Danish state and put under the Danish Ministry of Finance. In 
 1994, the Danish state started a partly privatization that continued through the end of the 
 1990’s13 and today the Danish state holds 39%.  


Harbors 


There are around 120 harbors with freight traffic in Denmark and the Danish Ministry of 
 Transport with the Danish Coastal Authority as the executive agency is responsible for 
 managing the governmental interests in Danish sea ports and administrating the main body of 
 legislation related to sea ports. The harbors in Denmark are mainly municipality owned, but 
 there are also few state-owned harbors, including in Copenhagen which is owned by the 
 Copenhagen municipality (55%) and partly by the Danish state (45 %) through the company 


‘CPH City and Habor development I/S’. The operation of the harbor is executed through the 
 company Copenhagen Malmö Port, which is joint venture between ‘CPH City and Harbor 
 development A/S’ (50%), the Swedish municipality of Malmö (27%) and private investors 
 (23%). In 2012, a new harbor law was passed by the Danish parliament, which opens up for a 
 privatization of some parts of the harbor. The law makes it possible for the municipalities to 
 engage in joint ventures with private sector partners in commercial activities and PPP-projects 
 are mentioned as an option. Overall there is today a complex relation between the public and 
 private sector within in the provision of transport infrastructure where PPP is neither an 
 institutionalized part of the governance structure or as policy instrument among other.  
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Copenhagen-Malmö port is another example of partial privatization of infrastructure. Finally, a 
 privatization process of the Rail Net Denmark started, but it was later turned back into agency 
 form. It is examples of endogenous institutional transformation where existing models of 
 infrastructure governance are converted  to new models of infrastructure governance. For Rail 
 Net Denmark the conversion is reverted to the agency model.  


The Danish case shows that there are relatively few actual PPPs in transport in Denmark as also 
 pointed to by Petersen (2010), but there is an extensive use of a new modern SOE model that 
 has proved to be resilient and continues to be a preferred model of infrastructure governance for 
 especially transport mega projects. To answer the research questions on how models of 
 infrastructure delivery change between SOEs and PPPs in the transport sector and why the SOE 
 model is preferred over  the PPP model in Danish transport infrastructure governance the 
 following sections will in a historical institutional perspective first discuss the 
 institutionalization of new modern SOE model for mega projects and second how this support a 
 the rejection of PPPs in Danish transport infrastructure governance. Below the figure shows the 
 institutional change processes in Danish infrastructure governance. 


Figure 2: The three institutional change streams in Danish transport infrastructure governance  


The institutionalization of a new modern SOE model for transport mega-projects   
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The first event that sparked off the interest in the new modern SOE model for mega-projects was 
 the decision by parliament in 1988 to build a new Great Belt Bridge in Denmark. This was the 
 most visible megaproject in a long time, but also a project that had been on the cards for 
 decades, but which no government had been able to get through with and public finance was 
 scarce at that point. To establish this megaproject the government decided to establish a new 
 independent SOE with mainly government board members and a management from the public 
 sector. With this model it became possible to finance the project via government obtained loan 
 using the Danish government’s credit rating as security and the users were to pay off the loan 
 via user charges. The bridge itself was to be constructed by contractors to the SOE. This model 
 became known as the “statsgaranti-modellen”: an SOE with a professional board, state 
 guaranteed loans and coupled with the introduction of user charges (Sund & Bælt, 2014). 


The second event and third event followed each other closely. In 1991, parliament in Denmark 
 and parliament in Sweden voted for building a bridge across Øresund. They used the same 
 model that had been established with the Great Belt Bridge; an independent SOE with board at 
 arms’ length from government and a professional management, state guaranteed loans and user 
 charges. Later on the two project-based companies on the Danish side were organized in the 
 umbrella SOE Sund & Bælt A/S that further institutionalized the layered element of 
 mega-projects.  Next to this, in 1992, the parliament decided on another mega-project in the shape of a 
 Copenhagen metro (light rail) system. Here the organization was a joint venture between the 
 Danish state and the Copenhagen municipality and Frederiksberg municipality. The company 
 was established as an SOE (I/S) where both state and the municipalities had ownership. The 
 actual construction of the metrosystem and the later daily management of the metro lines were 
 contracted out to an Italian contractor. The finance model was built on sale of public owned real 
 estate in an area of Copenhagen where available land was ripe for development. These events in 
 1991-1992 cemented the SOE with state guaranteed loans-model for transport infrastructure 
 megaprojects in Denmark. The new SOE model became the preferred one within a short (5 
 years) span of time. They employed the same features: An SOE model with a professional board 
 and management, and a financing model resting on a state guaranteed loan, introduction of user 
 charges and for the Metro sale of land rights.   


The fourth event  was when the Metro was going to have an extension –project, the so-called 
 Metro Ring. This megaproject was being shaped in the way of the already existing 
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project. After a bidding round, the same contractors were even chosen to perform the task of 
 building the actual infrastructure and running the Metrorail service.  


The fifth event was when the discussion on the Fehmarn Belt megaproject began to emerge. The 
 Fehmarn Belt connection will connect Denmark and Germany through a tunnel and/or a bridge. 


There was consideration of a PPP solution, but after initial calculations by a consultant 
 company, the idea was abandoned, and the preferred model has been the SOE  model with the 
 Danish government (for the Danish side of the project) obtaining a state guaranteed loan and 
 making users pay through user charges over a 30+ year period. Once again, the new modern 
 SOE model prevailed in transport infrastructure governance  with the same kind of 
 organizational and financial model. 


Seen from an analytical perspective of institutional change theory the new modern SOE model 
 for mega-projects was institutionalized upon the existing agency model for infrastructure 
 governance as a new institutional layer. The new layer consists of new project-oriented 
 organizational forms, introduction of user-charges and state-guaranteed loans on the commercial 
 market. It never threatens the old agency model, but we will argue that this layered SOE model 
 became “locked-in” after it was first used for the Great Belt Bridge and create a form of 
 path-dependency that excludes new layers e.g. PPP as a model in infrastructure governance. The path 
 dependency takes place through Pierson (2004)’ feedback types. As a mega project there were 
 large set-up costs that had to be paid back from the model itself over a long period of time. Next 
 to that  there were learning effects as the SOE model was progressively being adjusted and 
 eventually the two companies building the bridges were connected in one company (Sund & 


Bælt) which led to coordination effects as Ministry of Transport could govern and negotiate 
 with the same board and management of the SOE across more mega projects. This made the 
 new SOE model flexible and easily manageable for the government. In this line Sund & Bælt 
 (n.a.) argues that fewer transaction costs are used in the SOE model than in the PPP model with 
 complex contracts and risk management schemes. When there have been controversies –  for 
 example with noise complaints in the Metro system leading to an extension of the completion 
 date, or the exact pricing of the user charge – the government has been able to negotiate with the 
 SOE to find a solution.  There is however no knowing of the counterfactual claim that the 
 presence of private finance would have gotten the actors to act in a different way, and maybe 
 find savings in the budget rather than just postponing completion.  What we argue is that the 
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institutionalization of this new layered SOE model for mega projects in transport infrastructure 
 governance creates an institutional path dependency in transport infrastructure governance in 
 general that excludes PPPs as a model in new transport mega projects even in moderated forms. 


This will be elaborated on in the next section. 


The rejection of PPP as new separate model of transport infrastructure governance  


In 2009 the Danish Road Directorate tried a version of PPP with a BOT model when they decide 
 to build a new piece of motorway between Kliplev-Sønderborg. The Road Directorate did not 
 come up with the idea for a PPP, but took over a project from a county. Despite the success in 
 terms of finishing before time and on budget, the model is not further replicated. The county 
 who originally had enthused about a PPP was not in existence anymore, and the Road 
 Directorate did not feel a need to pursue a policy towards PPPs. As it could have been an 
 attempt of layering where a new model is layered upon the existing, it does not lead to any 
 major change in the public provision of transport infrastructure in Denmark that stays public 
 organized and financed. 


Next to that private sector actors came to realize that when the Metro project was decided and 
 later the Fehmarn Belt (although that has taken a lot longer to agree on), that private actors has 
 to  adapt to the SOE model with state guaranteed loans and user charges, because this was the 
 preferred model for the Danish government. Suddenly shifting to a private finance model, and 
 giving up the interests from the state was not going to be viable. Key stakeholders in 
 government and in SOEs all had a vested interest in keeping the SOE model going, and private 
 finance injections into the finance model would alter that situation. Therefore, private finance 
 was not used in the transport megaprojects in Denmark. The SOE model with state guaranteed 
 loans and user charges therefore do not seem to be challenged easily. Later, the robust Danish 
 economy has made it unnecessary for the Danish state to experiment with PPP. When other 
 countries began to experience with the PPP model in the 1990’s and 2000’s, the Danish 
 transport mega-projects were already “locked-in” to the SOE model with state guaranteed loans 
 and user charges. 


The lack of support for PPPs in transport infrastructure governance follows the general picture 
 about PPPs across various Danish governments during the last two decades. Where the UK and 
 other countries have PPP units staffed with professional expertise (OECD, 2011), Denmark has 
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not had a comparable, specialized PPP unit in the powerful Ministry of Finance. Instead PPP 
 guidance has been offered by a small office in the Competition and Consumer Authority which 
 is an agency within the Ministry of Business and Growth. PPPs have been on the agenda in the 
 Danish Productivity Commission (2013), but commission’s  recommendations and other reports 
 have been ignored. The Ministry of Transport does not seem to prioritize knowledge on PPPs. In 
 2014, the Danish government published a report on infrastructure investments (Danish 
 Government, 2014) was published, but Denmark is still a long way from other countries more 
 elaborate policy planning for infrastructure. 



Conclusions: SOE as a substitute to PPP in transport infrastructure 
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