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Foreword


This work is the result of a long-lasting personal, academic and professional fascination with the 
 inter-sphere between  the public and private sectors.  In 2008,  I  got  my first job as a market 
 consultant in the  state-owned rail company  DSB  after graduating with an MSc  in  public 
 administration and business studies. This company faced both public and private demands and 
 introduced me to the ‘real world’ of tendering out, state-owned enterprises and the reality of 
 arm’s length governance. I later worked as a consultant at Deloitte in various utility sectors that 
 broadened  my understanding of these issues. After five  years of professional experience I was 
 fortunate enough to get the opportunity to return to academia at the Department of Business and 
 Politics at Copenhagen Business School. This three-year PhD project was  conducted  in the 
 period  November 2012  to  September 2016 including eleven  months of maternity leave. The 
 results are Part 1,  the introductory paper,  and Part 2,  the four articles.1  Any  mistakes are  my 
 responsibility, but this  project  could never have been realized without the  many people who 
 supported me along the way and made the  last years  so  amazing  both  professionally and 
 personally. 


To all my dear colleagues, the great visiting scholars at the Department of Business and Politics 
 and especially the ‘villa-people’:  thank you for making everyday life a blast. I would like to 
 express my gratitude to Lene Holm Petersen, Eddie Ashbee, Magnus Paulsen Hansen and Juan 
 Ignacio Staricco, the members of the public policy and institutions research team and not least 
 the PhD  cohort  who all  engaged in my work on several occasions.  Special thanks to visiting 
 Professor John Campbell, who took the time during his annual visits to discuss my work, most 
 recently at the closing seminar in April 2016, together with Professor Giuseppe Grossi. Last and 
 not least I feel fortunate to have had Carsten Greve as my supervisor. I am grateful that you did 
 not laugh, but encouraged me when I wanted to study your PhD theme from the 1990s – SOEs 
 in  marketization.  Thank you for  your  curiosity  about  my project, your open door, your sharp 
 comments, and your generosity both as a supervisor and as a colleague. You guided me on the 
 sometimes challenging transition back to academia.  


1 Two other papers were produced in this period together with Sophie Sturup (Sturup and Christensen, 2016; 


Christensen and Sturup, 2016), but are not included as they differ slightly in terms of focus and methodology. 
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(6)The project was conducted as part of the SUSTAIN project under Innovation  Fund  Denmark 
 and I will be forever grateful for the generous support from this set-up. It has been a pleasure to 
 be part of a truly international, interdisciplinary and practice-oriented research project. Special 
 recognition  to all colleagues at DTU for their  excellent cooperation,  especially to my co-
 supervisor Claus Hedegaard Sørensen, who kept an eye on the railway part of the story, made 
 detailed comments on my work and reminded me to take my holidays and make room for 
 reflections.  Thanks to Henrik Gudmundsson and PhD  colleague in crime Yannick Cornet for 
 your genuine interest in and engagement with my project.  


Academia’s international dimension is precious and something I have appreciated a lot. Thanks 
 to Professor Graeme Hodge personally for your support on many occasions and especially as the 
 Centre for Regulatory Studies at Monash University, Australia welcomed me  in October–


November 2014. Thanks to Stockholm Centre for Organizational Research (SCORE) for hosting 
 me in May 2015 when I conducted the main part of my Swedish fieldwork. Special thanks to the 
 research group on SOEs  led by Staffan Furusten and to Professor Nils Brunsson for engaging 
 with  my work.  Thanks to Gunnar Alexandersson from Stockholm School of Economics,  who 
 helped with the Swedish case. I am indebted to the Board of the International Research Society 
 for Public Management for the great endorsement I  felt halfway  through the project when I 
 received the prize for ‘Best Paper by a New Researcher’ at the IRSPM conference in 
 March/April 2015.  Lastly, thanks to  Sophie Sturup for her  great co-authorship and sharing  of 
 ideas on rail, PPPs and state ownership.  


Finally, this project would  not  have  been possible without the more than sixty  civil servants, 
 consultants, managers and employees in the Swedish and Danish passenger rail sectors  who 
 kindly shared their time with me. Thanks to all of you and especially to the former colleagues 
 who opened doors that seemed closed at first. Thanks to Sara Dahlman and Kira Møller Hansen 
 for transcribing my interviews; your help and comments were much appreciated. 


And most important thanks to my wonderful  family and amazing  friends for your support, 
 distractions  and  attention.  None mentioned, none forgotten. Adrien,  mon mari, merci pour ton 
 soutien sans faille dans notre vie ensemble et aussi comme premier relecteur, manager du projet 
 et compagnon de voyage en Australie et en Suède. Nola, du er vokset fra tanke til toårigt barn 
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(7)undervejs. Du har lært mig,  at perfekte skrivedage er en utopi,  og  du  minder mig med kærlig 
 stædighed om, at livet skal nydes her og nu. Projektet er dedikeret til jer mine to. 


Copenhagen, 30 September 2016 
 Lene Tolstrup Christensen 
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English abstract  


This doctoral thesis  (PhD) explores from a public governance perspective the role of state-
 owned enterprises (SOEs) in  an era of marketization of  public service provision  and thus 
 contributes to the renewed academic interest in contemporary SOEs. It builds on an explorative 
 comparative case study of DSB SOV and  SJ  AB in the marketization of passenger rail in 
 Denmark and Sweden respectively  from the 1990s to  2015.  In the period both cases kept full 
 state ownership and Sweden gradually exposed all services to competition whereas in Denmark 
 with time competition  was  put on hold. The case study  consists of document study and +50 
 interviews and  is based on a historical institutionalist perspective on gradual change that 
 emphasizes interpretation in the implementation between rule makers and rule takers as a driver 
 of institutional change. It leads to the conceptualization of the SOE as an institutional market 
 actor (IMA). 


The PhD’s two parts  unfold the argument. Part I the introductory paper  develops  the 
 theoretical foundations of the IMA by analytically distinguishing between internal and external 
 marketization  and by positioning the gradual change perspective in relation to three identified 
 literatures on contemporary SOEs. The IMAs is thus defined as a corporatized 100 percent SOE 
 that faces  competition  in  former monopoly with a sectorial role  evolving  via actors’ 


interpretations  that  bridges challenges in marketization.  IMA  creates  analytical clarity about 
 SOEs in public governance by focusing on their roles in marketization. 


In Part II the articles present the case study. It contributes with new empirical insights about 
 Denmark and Sweden and to the literature on hybridity in the public sector by reintroducing 100 
 percent SOEs and via analysis of hybridity as a temporal phenomenon. Article 1 analyzes how a 
 new SOE-model in mega projects was chosen in Danish transport infrastructure governance and 
 became a new ‘layer’  on  the existing agency-based infrastructure model  that  created path 
 dependency  and thus  hampered the use of PPPs. Article 2  shows in the Danish case how 
 hybridity altered and evolved in the SOE analyzed as a hybrid mode of governance between 
 hierarchy and market in marketization and how it  led  to re-centralization. Article 3  analyzes, 
 how  the role of the SOEs evolved in external marketization  wherein more ‘layers’ for public 
 service  occurred, that led to the SOEs becoming IMAs. Problems with the Danish SOE as 
 market actor and interpretations on the  national level ‘re-converted’  the SOE towards the 
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(10)historical SOE-role as formal sector coordinator. The Swedish regional transport authorities 


‘displaced’  the historical  role of the SOE  leaving the  SOE as market actor in ‘drift’, but with 
 with sectorial expectations on national level. Article 4 shows how hybridity in the governance 
 set-up between the state and the SOE evolved  in internal marketization.  Both countries 


‘converted’ the  SOEs  to  commercial companies before corporatization and the hybridity 
 occurred as the sectorial role was ‘layered’ in market-based set-ups. The Danish SOE was ‘re-
 converted’  as the  ‘layer’  expanded via  actors’  interpretations. The  Swedish  hybridity  was 
 reduced as the ‘layer’ was dismantled, but continued informally.  



Dansk resumé


PhD-afhandlingen undersøger i et offentligt styringsperspektiv, hvilken rolle statslige selskaber 
 (SES) har, når offentlige services markedsgøres og bidrager herved til den voksende akademiske 
 interesse i at forstå moderne SES. Afhandlingen består af et eksplorativt, komparativt case 
 studie af danske DSB SOV og svenske SJ AB i markedsgørelsen af passagertogtrafik i de 
 respektive lande fra 1990 til 2015. I perioden har begge lande bibeholdt 100 % ejerskab af deres 
 jernbaneoperatører, men hvor  Sverige gradvist har markedsgjort al passagertogtrafik, er 
 markedsgørelsen i Danmark med tiden stoppet op. Casestudiet er baseret på et historisk-
 institutionelt perspektiv vedrørende gradvis institutionel forandring (Streeck and Thelen, 2005), 
 der lægger vægt på ’regelskaber’ og ’regelmodtager’ fortolkninger, når reformer implementeres, 
 som en driver for institutionel forandring. Bestående af dokumentstudier og +50 interviews fører 
 casestudiet til konceptualiseringen af SES som institutionel markedsaktør (IMA). 


  


Argumentet om IMA udfoldes i PhD’ens to dele. Del 1 afhandlingens ramme præsenterer det 
 teoretiske grundlag for IMA  via den analytiske distinktion mellem ekstern og intern 
 markedsgørelse og ved at positionere perspektivet om gradvis institutionel forandring i forhold 
 til tre identificerede nyere litteraturer om SES i markedsgørelse. IMA  defineres som et 100 % 
 SES,  hvis tidligere monopol er konkurrenceudsat. SES har en sektorrolle, der udvikles via 
 aktøernes fortolkninger, og der løser sektorudfordringer, som opstår  i markedsgørelse. IMA 
 skaber analytiske klarhed om SES i et offentligt styringsperspektiv ved at fokusere på SES rolle 
 i markedsgørelse.  
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(11)Casestudiet præsenteres i artiklerne i Del 2, der bidrager med ny empirisk viden om Danmark 
 og Sverige og til litteraturen om hybriditet i den offentlige sektor ved at genintroducere 100% 


SES og gennem en analyse af hybriditet som et temporært fænomen. Artikel 1  analyserer, 
 hvordan en ny SES-model blev valgt som styringsmodel i dansk infrastruktur på et kritisk 
 tidspunkt, hvor offentlige private partnerskaber (OPP) begyndte at vinde frem i udlandet. SES 
 var et nyt ‘lag’ på den eksisterende styrelsesbaseret infrastrukturmodel og skabte stiafhængighed 
 for nye mega-infrastrukturprojekter, der derved vanskeliggjorde brugen af OPP. Artikel 2 viser 
 i den danske case, hvordan hybridteten ændrede og udviklede sig i SES  analyseret som en 
 hybrid styringsform mellem hierarki og marked, hvilket førte  til re-centralisering i 
 markedsgørelse.  Artikel 3  analyserer, hvordan SES  rolle udviklede  sig i den eksterne 
 markedsgørelse, hvor der blev skabt flere ’lag’ for offentlige services, hvor SES blev en IMA. 


Problemer med den danske SES som markedsaktør og fortolkninger på det nationale niveau ’re-
 konverterede’ SES i retning af den historiske SES-rolle som formel sektorkoordinator. De 
 svenske regionale trafikmyndigheder ’omplacerede’ SES  historiske rolle og efterlod  SES som 
 markedsaktør ’uden retning’, men med forventninger til at tage et nationalt sektoransvar, som 
 den ikke formelt havde. Artikel 4 undersøger, hvordan hybridteten i styringsformerne mellem 
 stat og SES udviklede  sig i intern markedsgørelse. Begge lande ’konverterede’ SES til 
 kommercielt selskab før den formelle selskabsdannelse,  og hybridteten opstod da SES 
 sektorrolle overføres til et markedsbaseret ’lag’. Den danske SES  ’re-konverteredes’ fra den 
 kommercielle orientering via aktørernes fortolkninger. Den svenske hybriditet blev formelt 
 reduceret, da det markedsbaserede ’lag’ blev afviklet, men fortsatte  uformelt  for  de 
 kommercielle aktiviteter.  
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PART I 



1. Introduction 


The  global financial crisis  (GFC)  put  state ownership back  as a theme  in  public policy and 
 created  renewed  critical  focus on privatization of state assets (Florio and Fecher, 2011, 
 MacCarthaigh, 2011, Palcic and Reeves, 2013). State ownership in the Western world goes back 
 to the nineteenth century (Farazmand, 2013b), and it had its heydays from the 1940s  until the 
 1980s especially in the network industries (Lodge, 2002, Parker, 2003, Milward, 2011).  With 
 the so-called New Public Management (NPM) reforms (Hood, 1991, Christensen and Lægreid, 
 2011a, Pollitt and Bouckaert, 2011, Hood and Dixon, 2015)  state-owned enterprises (SOEs) 
 took centre stage (Christensen and Lægreid, 2003) in the transformation of the public sector. In 
 the 1990s privatization  of  SOEs  emerged in the EU owing  to broader EU  policies on 
 liberalization of markets and government budget difficulties (Parker, 2003, Clifton et al., 2006). 


However,  NPM reforms in general did  not lead to  the disappearance of all SOEs (Christensen 
 and Lægreid, 2003) and, according to the OECD, SOEs continue to play a role in today’s public 
 sector including in situations of natural monopolies like railways and where recurring public 
 policy objectives such as public service delivery are at play (OECD, 2014, OECD, 2015).  


Nevertheless, SOEs slowly disappeared from the research agenda2  (Florio and Fecher, 2011, 
 Bruton et al., 2015, Grossi et al., 2015)  as academic interest turned towards studying the 
 dynamics caused by privatization of SOEs such as regulation (Levi-Faur and Jordana, 2004, 
 Levi-Faur and Jordana, 2011), contracts (Kettl, 1993, Kettl, 2010),  public–private partnerships 
 (PPPs) (Skelcher, 2005, Hodge et al., 2010, Greve and Hodge, 2013) and networks (Koopenjan 
 and Klijn, 2004, Osborne, 2010). However, this academic development paid little attention to 
 the facts that outside the Anglo-Saxon world many SOEs were not sold off (OECD, 2014) and 
 that, though reformed by business-like techniques (Wettenhall, 2001) and corporatized (Thynne, 
 1994, Thynne, 1998a),  they continue to be a state activity  –  enterprises owned by the state 
 (Thynne, 2011b)  . They even seem to be an alternative to market-based  solutions  like  PPPs 


2 Another example of this is the different editions of Owen E. Hughes’ textbook Public Management and 


Administration: An Introduction. In the latest edition from 2012 the chapter about state enterprises is integrated into 
 the chapter on ‘Regulation, contracting and public ownership’.  
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(16)(Christensen and Greve, 2013, OECD, 2015)  and so it should be,  according to some scholars 
 (Wettenhall and Thynne, 2010, Thynne, 2011a, Del Bo and Florio, 2012, Bernier, 2014) that are 
 revitalizing SOEs as policy tool for the state (Salamon, 2002). Second, they became actors that 
 according to other scholars  should  be studied in their own right (Bernier, 2014, Bruton et al., 
 2015)  and some of them in the new public  markets created by the  NPM  reforms  (Bergantino, 
 2015)  which has led to ambiguous (Rentsch and Finger, 2015)  and bi-directional  (Paz, 2015) 
 relations between the state and the SOE.  Hence, they stayed state-owned under some kind of 
 public scrutiny, but at the same time their activities moved towards contracts, partnerships, and 
 so on under market regulation (Wettenhall, 2003b, Wettenhall and Thynne, 2011). For the SOE, 
 this has created a situation where bureaucratic features of hierarchical control are combined with 
 those of ownership relations and market mechanisms via contracts and other types of regulation 
 (Thynne, 2011b, Thynne, 2013, Rentsch and Finger, 2015).  As  Florio and Fecher  (2011) 
 suggest, then, it might be time “to admit that we should learn again what they [SOEs] are, why 
 they were created in the first place, [and] why some of them survive while others were wiped 
 away by privatizations” (Florio and Fecher, 2011, p.362).  


This calls for in-depth explorative case studies of SOEs and their development in marketization 
 as the process through which previously state-provided goods and services are transferred to 
 market-based arrangements  (Flinders, 2010).  Railways are regarded  to have played a 
 fundamental role in  early  capitalist development  (Kennedy, 1991, Perrow, 2002)  and  in many 
 countries have existed on the boundary of the public and private spheres, undergoing alterations 
 between public control and unregulated markets (Sclar, 2005).  This  can therefore deliver 
 insights into “contested conceptual frameworks for controlling economic activities ‘close to the 
 state’”  (Lodge, 2003, p. 2).  In  a European context, with modest success,  the EU has been 
 pushing for passenger rail reforms  through a range of railway packages focused  on creating 
 competition and an internal market for passenger services by dismantling the national transport 
 monopolies – SOEs – through outright divestment, separating the companies or contracting out 
 their activities (Alexandersson, 2009, Dyrhauge, 2013, Finger and Holvad, 2013, Finger, 2014, 
 Finger and Messulam, 2015b). Both the regulation scholars (Finger and Messulam, 2015b) and 
 the  transport  policy scholar (Dyrhauge, 2013)  agree that the SOEs are acting as blocking 
 incumbents and that they still have political influence (Bergantino, 2015). 
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(17)In Sweden and Denmark the market  reforms of passenger rail  and public transport in general 
 were inherently reforms of the SOE which activities were so broad that they were encompassing 
 the industry itself (Longva et al., 2005, Sørensen, 2005, Olsen, 2007, Alexandersson and Hultén, 
 2008). Some activities were sold off and the SOEs became passenger rail operators while at the 
 same time both countries changed the regulation of their  passenger rail sector  that made it 
 possible for new companies to enter and thus created a market on competitive terms (Longva et 
 al., 2005, Alexandersson, 2010) aligned with the regulation of the European Union (Dyrhauge, 
 2013, Bergantino, 2015). Contrary to the normal perception of the two countries as belonging to 
 a similar Scandinavian model  (Esping-Andersen, 1990, Hall and Soskice, 2001, Pollitt and 
 Bouckaert, 2011, Greve et al., 2016), with Denmark as slightly more market-oriented (Campbell 
 and Pedersen, 2007),  the Swedish market for passenger rail is moving towards ever more 
 competition  (Alexandersson, 2010, SOU, 2013, SOU, 2015),  whereas  the Danish government 
 has decided to put competition on hold (Danish Minister of Transport, 2011, OECD, 2013, 
 Christensen, 2015b). In both countries, however,  the SOEs are still 100 percent owned and 
 dominant market actors.  A comparative case study of the SOEs in marketization in the two 
 countries  as polar cases within  a Nordic perspective  can thus contribute to advancing  our 
 empirical and conceptual understanding of the role of contemporary SOEs in public governance.  


This PhD contributes to the public governance literature in more ways. First, the PhD suggests 
 the concept of the ‘institutional market actor’  (IMA)  to understand contemporary SOEs as an 
 important, but  forgotten part of public policy and administration  (Florio (ed.), 2013, Grossi et 
 al., 2015)  as they play a crucial role in delivering infrastructure and services.  An  IMA  is a 
 corporatized 100 per cent owned SOE that is governed in an ownership relationship and is faced 
 with  competition  on its former monopoly because of external marketization. The SOE has a 
 market- or network-based sectorial role that stems from its historical and political legacy, which 
 bridges sectorial challenges occurring from external marketization.  The sectorial role evolves 
 formally and informally via sectorial actors’ interpretation. This concept is based on the 
 perspective of gradual change (Streeck and Thelen, 2005, Mahoney and Thelen, 2010, Hacker et 
 al., 2015, Conran and Thelen, 2016) that allows for an integrated analysis of the SOE as both a 
 policy  tool  and  an  object of marketization,  but also as  a  market actor an subject in 
 marketization3  by emphasizing  the implementation of reforms and the role of actors (Streeck 


3 Thanks to Juan Ignacio Staricco for the object/subject distinction 
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(18)and Thelen, 2005) who interpret the inherent gaps in institutions (Mahoney and Thelen, 2010) 
 and thus enable institutional change. This leads  to the second contribution, as this institutional 
 perspective studying of  SOEs allows  us to understand hybridity in public governance 
 (Christensen and Lægreid, 2011c, Denis et al., 2015)  on both a  governance and an 
 organizational level over longer periods of time and shows hybridity as an ongoing concern and 
 not a temporary phenomenon. Finally, the cases bring new empirical insights from two 
 important Nordic countries that have a history of state ownership, but where case studies about 
 contemporary SOEs are few (Alexius and Örnberg, 2015, Bruton et al., 2015, Grossi and 
 Thomasson, 2015). 


1.1 Research questions  


Overall, the calls for and recent focus on a better understanding of contemporary SOEs in public 
 governance  highlight the importance of exploring the  evolving role of SOEs  in  the 
 marketization of public service delivery where they serve both as policy tools for the state and 
 as market actors in the markets of public service provision. In the case of passenger rail there is 
 a constant focus on the market as a solution to improve public service delivery via competition, 
 contracts and commercialization. However, whereas the formal institutional framework is lined 
 up to realize this political vision, SOEs stay a central part of the set-up. The research question 
 and sub-questions for the PhD are as follows: 


What is the role of state-owned enterprises in an era of  marketization of public service 
 provision? 


- How has the internal  marketization  of passenger rail influenced the modes of governance 
 between the state and SOEs in Denmark and Sweden between 1990 and 2015? 


- How have SOEs been engaged as market actors in the external marketization of passenger 
 rail in Denmark and Sweden between 1990 and 2015?  


To answer these questions the PhD applies an explorative research strategy where an in-depth 
 comparative case study of Danish and Swedish passenger rail contributes empirical knowledge 
 of the role of SOEs in the specific sector. This leads to analytical generalizations about the role 
 of contemporary SOEs via the historical institutionalist perspective on gradual change (Streeck 
 and Thelen, 2005). By using gradual change as an analytical lens the ambition is to study how 
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(19)reforms are implemented  by important actors and not why  the reforms were passed  as other 
 branches of historical institutionalism focus on. By doing so, the PhD seeks to give more space 
 and analytical leverage to the SOE as an actor in its own right –  a  ‘rule taker’ –  and thus 
 contribute to the current academic discussion on the role of contemporary SOEs. Paying 
 attention to implementation has also led to a focus on the important ministries as ‘rule makers’ 


in internal and external marketization and not on the politicians or other coalitions behind the 
 reforms. The focus is on the important relationships within the implementation of the reforms, 
 which in the Danish case are the Ministry of Transport and the SOE and in the Swedish case are 
 the SOE and the Ministry for Enterprise and Innovation, and the SOE and the regional transport 
 authorities. 


To explore the role of the SOE the first  sub-question asks  about  internal marketization  as 
 corporatization, focusing more on the policy tool part of the SOE from the state’s point of view 
 and questioning arm’s length ownership. The second sub-question explores the new role of the 
 SOE as a  market actor in the new public markets based on external marketization  as 
 liberalization  of  its  former activities. However, they are interrelated:  the SOE is an actor in 
 internal marketization as  a  ‘rule taker’ of, for example,  ownership  policies and in external 
 marketization it is also a policy tool as it takes on a coordinating role for the ‘rule maker’. 


The explorative comparative case study focuses on passenger rail and not freight, buses or other 
 modes of transport. This is because the case study is based on by purpose selection and here 
 passenger rail is very fruitful for exploring SOEs in marketization as the SOE is still dominant 
 in  public service delivery  despite market reforms.  Article 1 deals on an overall level with all 
 modes of transport in Denmark, but passenger rail was chosen to conduct the in-depth 
 comparative  study from the beginning of the 1990s in two countries.  Following  this line 
 Denmark and Sweden were  chosen as representative of the Nordic countries. Norway was not 
 included  as when the study  commenced there was no direct focus on marketization of the 
 passenger rail sector  (Norwegian Ministry of Transport and Communications, 2015). The 
 Finnish case was not chosen because of lacking  language  skills  as it would not have been 
 possible to do an in-depth case study based on both documents and interviews. 
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(20)1.2 The structure of the PhD thesis 


The PhD has been conducted as a paper-based dissertation and this  Part I is the  introductory 
 paper  that  presents the overall and elaborated theoretical and methodological framework  and 
 conclusions. As my work throughout the period has been focused on the articles  of this  PhD, 
 some elements of the introductory paper will be new, others  will be further elaborations from 
 the articles and again some aspects might be more detailed in the articles. The Figure 1 presents 
 the relationship between the introductory paper and the articles. In this Chapter 1 the relevance, 
 puzzle and research questions of the PhD have been presented. Article 1 is related to the puzzle 
 as it both reflects my research process, being the first article  I wrote, and  situates my research 
 field empirically and theoretically within the broader research agenda on public–private 
 interfaces in the public governance literature. The paper focuses on all modes of public transport 
 and infrastructure. In Chapter 2, I present a literature review of the existing literature on SOEs 
 in  marketization and flesh out the analytical framework for analyzing  SOEs as institutional 
 market actors. This is done first by analytically separating marketization in relation to SOEs as 
 two distinct but interrelated dimensions of  internal and external marketization and  next  by 
 identifying and discussing three different literatures  to understand the current debate about 
 contemporary  SOEs in marketization. I argue that the historical institutionalist perspective  on 
 gradual change can overcome some of the gaps in the current literature on SOEs both as hybrid 
 organizations and as a hybrid governance mode in public–private mixes in public governance. In 
 Chapter 3, the methodology section, I suggest a way of analyzing SOEs as institutional market 
 actors and explain the relevance of an explorative comparative case study as a research strategy 
 and how it has been conducted in the two cases of Swedish and Danish passenger rail. Then the 
 relationship between the articles is presented in Chapter 4, which includes an abstract and the 
 publication plan for each article. After that, Chapter 5 presents the contributions in term of the 
 findings from the comparative case study and the concept of the institutional market actor. The 
 four articles are found in full length in Part II. 
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(21)Figure 1 Overview of the PhD and the relationship between Part I: Introductory paper and Part II: Articles  
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(22)
2. Theorizing SOES in marketization  


Marketization of public service delivery is often related to questions of  NPM  reforms  (Hood, 
 1991, Christensen and Lægreid, 2011a, Hood and Dixon, 2015), broader themes of liberalization 
 (Hodge, 2000, Parker, 2012) and de-regulation of state activities (Levi-Faur and Jordana, 2004, 
 Levi-Faur and Jordana, 2011, Baldwin et al., 2012), and the introduction of new organizational 
 forms (Kettl, 1993, Skelcher, 2005, Hodge et al., 2010, Verhoest et al., 2012) and coordinative 
 practices  (Salamon, 2002, Koopenjan and Klijn, 2004, Osborne, 2010).  SOEs were the 


“battleground of modern reforms”  (Christensen and Lægreid, 2003, p. 803), but what the 
 abovementioned perspectives do not dwell on is the question of what happens with SOEs over 
 time in the marketization of public service delivery and as such SOEs have been almost absent 
 from the research agenda in the last decades (Florio and Fecher, 2011, Thynne, 2011a, Bruton et 
 al., 2015, Grossi et al., 2015).  


Using a comparative case study of SOEs in Danish and Swedish passenger rail this PhD seeks to 
 contribute  to the renewed academic interest in contemporary SOEs by closing this gap and 
 conceptualizing SOEs as institutional market actors (IMAs) that arise in marketization because 
 of the duality of the reforms where SOEs are corporatized in internal marketization on one hand 
 and  on the other hand where their former monopoly activities are liberalized in external 
 marketization while they become market actors in these new public markets.  
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(23)The IMA is defined focusing on four dimensions: 


1. The  SOE has obtained economic and judicial independence via internal marketization as 
 corporatization,  acts on commercial terms and sells services with a price tag on,  and is 
 governed via a 100 per cent ownership relationship with the state.  


2. The SOE faces competition in its previous monopoly on public services because of external 
 marketization and thus also has a relationship to the state as a market actor. 


3. The SOE has a sectorial role of serving policy purposes for the state that stems from its 
 historical and political legacy as a former monopolist that is transformed into market-based 
 arrangements and network arrangements where the SOE has a special position of bridging the 
 challenges that occur in external marketization. 


4. The sectorial role develops both formally and informally via interpretations by primarily the 
 state as rule maker and the SOE as rule taker, but also via other sectorial stakeholders in the 
 sector via institutionalized expectations based on historical and political legacy. 


The SOE as IMA extends the historical (Thynne, 1994, Wettenhall, 2001, Milward, 2011) and 
 contemporary  (Thynne, 2011a, Del Bo and Florio, 2012, Bernier, 2014)  conceptualization of 
 SOEs as policy tools  for the state (Salamon, 2002)  or as  hybrid market actors  in commercial 
 markets(Bruton et al., 2015). It does so by focusing on the SOE as an actor in public governance 
 (Bernier, 2014)  and  in line with Paz (2015)  that  shows the importance of the ‘bi-directional’ 


relationship between the SOE and the institutional framework over time in the Brazilian case of 
 Petrobas,  and the ‘ambiguous relations’  between SOE and state  as  pointed to by Rentsch and 
 Finger (2015) in the context of European utilities in France, Switzerland and Germany. The two 
 latter apply a  rational choice-based approach to their analysis and therefore  strand when the 
 relationships between the state and the SOE are more than principal–agent  relationships 
 (Thynne, 2011a)  and  when  political institutions  and history matter.  This seems especially 
 important in  a public sector context. By applying a gradual change approach (Streeck and 
 Thelen, 2005)  where  institutions are gradually changed by the actors’  interpretations as  being 
 both  strategic  interest seeking, puzzling  when bureaucrats test a limited set of ideas (Blyth, 
 2007)  and meaning-making  (Hall, 2010, Borrás and Seabrooke, 2015),  the PhD shows the 
 importance of studying the institutional context of SOEs in marketization , but also to emphasis 
 the SOE as a rule taker when understanding contemporary SOEs. 
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(24)To outline the theoretical foundations for the conceptualization of SOEs as IMAs, the chapter is 
 divided into three sections.  First,  the  analytical distinction between internal and external 
 marketization is elaborated. Second, three perspectives of contemporary SOEs  are  unfolded. 


Third,  the last section presents the perspective on  gradual  change  within  a historical 
 institutionalist perspective. Figure 2 illustrates the theoretical conceptualization of the IMA. 


Figure 2 Theoretical conceptualization of the SOE as an institutional market actor 


2.1 Internal and external marketization of public service delivery  


Over the last thirty years the public sector across most of the world has been undergoing reforms 
 (Christensen and Lægreid, 2011a, Pollitt and Bouckaert, 2011, Van de Walle et al., 2016). When 
 studying SOEs in marketization the most influential have been those Christopher Hood (1991) 
 famously named New Public  Management reforms  (Hood and Dixon, 2015).  Consisting of a 
 range of doctrines for public sector reformers to choose from (Christensen and Lægreid, 2011d) 
 these kinds  of reform emphasize engagement with the private sector not only as a provider of 
 services, but also as inspiration for internal reforms  through the introduction of business-like 
 techniques in public sector management (Pollitt and Bouckaert, 2011). Margretts and Dunleavy 
 (2013) point to three macro themes of NPM that have been especially influential: 
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(25)1.  Disintegration of large bureaucracies into agencies including quasi-government agencies 
 and introduction of purchaser–provider relationships within public administration. 


2.  Competition that moves away from bureaucratic monopoly providers and introduces 
 alternative suppliers. 


3.  Incentivization that  involves the design of economic and pecuniary motivations for 
 actors and organizations through, for example, performance-related pay and user charges 
 (Margretts and Dunleavy, 2013, p.3-4). 


This leads to the question posed by Florio and Fecher (2011) about what actually happened to 
 the SOEs that were not sold off.  In this PhD,  where the focus is on the role of SOEs in  the 
 marketization  of  public service delivery,  marketization is defined as:  “the process of taking 
 goods and services that were previously provided by the state and transferring them to a form of 
 market-based arrangement” (Flinders, 2010, p.116).  


Thus follows Christensen and Lægreid (2011d)  focus on marketization as a process, but with 
 Hermann and Verhoest (2012) emphasis on distinguishing different elements. To understand the 
 nuances  of  marketization when it comes to SOEs,  this  PhD  argues that there is a need to 
 analytically distinguish between the internal and the external reorganization of the state that the 
 ideal of NPM inspired reforms can be seen as prescribing.  This argument is elaborated in the 
 following paragraph and shown in Figure 3.  
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(26)Figure 3 Internal and external marketization of public service delivery 


Internal marketization  


Internally,  NPM inspired reforms led to new organizational forms such as agencies at  arm’s 
 length from politics (Verhoest et al., 2012) and so-called quangos (Greve et al., 1999, Flinders 
 and Skelcher, 2012, Van Thiel, 2012) or what could be termed corporatized SOEs (Wettenhall, 
 2001). NPM directed the focus on to performance in the public sector and a preference for lean, 
 small and specialized so-called disaggregated organizational forms over large and multi-
 functional forms (Hood, 1991) with a high degree of autonomy in agencies and SOEs combined 
 with single purpose specialization  such as  ownership, purchasing, regulation or  provision 
 (Christensen and Lægreid, 2011d, Thynne, 2011a). This meant that SOEs’ former political and 
 coordination  tasks  were  moved to agencies (Verhoest et al., 2012)  as part of de-politicization. 


Next to that many SOEs were influenced by this specialization and disintegration as part of the 
 corporatization  and  modernization  of the former SOEs,  giving them more autonomy and 
 promoting commercial reorientation (Wettenhall, 2001). The companies were granted economic 
 and juridical independence (Van Thiel, 2012)  and ownership was governed via independent 
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(27)boards of directors and managers. This was combined with a managerial focus professionalizing 
 the relationship  between the government and the companies and delegation of authority and 
 autonomy to the public managers (Christensen and Lægreid, 2003).This  included not only 
 giving discretionary room for managers to actually manage their organizations, but also creating 
 incentives for managers to  manage  (Pollitt and Bouckaert, 2011).  Performance management 
 along with cost-cutting and budgetary discipline became a third strand of the managerial focus 
 (Christensen and Lægreid, 2011d).  This  was  combined with a move from governing through 
 policies to performance management (Pollitt and Bouckaert, 2011)  focusing on commercial 
 objectives (Wettenhall, 2001).  


In this PhD, internal marketization is the process of corporatization of SOEs (Wettenhall, 2001), 
 stressing the move from hierarchal orders towards state-ownership policies at arm’s length via 
 independent boards of directors and managers with economic and juridical independence (Van 
 Thiel, 2012) also including commercialization and de-politicization.  


Within the NPM reforms, privatization of SOEs was also on the agenda as outright divestment 
 of  assets or shares (Hodge, 2000, Parker, 2003, Parker, 2012)  with  internal marketization 
 covering the process that can lead to SOE privatization (Thynne, 2011a) and mixed ownership 
 (Bruton et al., 2015). However, when an SOE is 100 per cent privatized it is no longer part of 
 the state and is thus not part of corporatization as internal marketization, although it does remain 
 an actor to be regulated within external marketization. It is the fact that SOEs are still part of the 
 state although transformed to ownership relationships  that allows  us to understand them  as a 
 specific mode of governance (Christensen, 2015b) and policy instruments for the state (Thynne, 
 1994, Thynne, 1998a) in marketization (Thynne, 2011a) and hence objects or tools for the state 
 in reforms (Salamon, 2002). This PhD focuses only on 100 per cent state-owned companies (the 
 grey area  in  Figure  3), which are sometimes  termed agencies (Van Thiel, 2012), but,  as 
 MacCarthaigh (2011)  notes, while  SOEs might have the organizational  characteristics of an 
 agency, they conduct their activities in a commercial way in which “they provide price tagged 
 goods and services in order to make profits and to finance themselves” (Farazmand, 1996, p.15). 


Their  economic and judicial independence also provides SOEs  with independence in their 
 relationships  to the state (Thynne and Wettenhall, 2004)  in internal marketization,  which 
 becomes even more evident in external marketization. 
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(28)External marketization  


Externally, NPM encompassed a move towards contracts (Kettl, 1993)  as opposed to 
 hierarchical relations or direct government (Leman, 2002)  as an  organizational principle and 
 coordinating device treating service-users not as citizens, but as customers (Hood, 1991, Pollitt 
 and Bouckaert,  2011). As such,  public markets for contracts including public service delivery 
 were created and led to what Salamon (2002)  called ‘third party government’ where private 
 actors perform the tasks of governments on contracts (Kettl, 1993, Skelcher, 2005, Kettl, 2015). 


In line with this, Christensen and Lægreid (2011d) point to three interrelated but distinct reform 
 measures  –  marketization, competition and privatization  –  related to the (re-)organization  of 
 service provision. They describe marketization as the process of privatization of services if the 
 public sector cannot improve them  where competition and competitive  tendering  are  means  to 
 accomplish this. Thus contracting out is also privatization, which is in line with Hodge (2000). 


Hermann and Verhoest (2012)  separate the three dimensions,  as they refer to liberalization  as 
 the introduction of competition or competitive tendering and focus especially on the EU creating 
 European  single markets through competition.  Privatization  is the  partial  or  full change  from 
 public to private ownership through sales of assets. Marketization is defined as the introduction 
 of market elements into  the provision of public services, but not through competition between 
 providers; rather, as, for example, internal reorganization (Hermann and Verhoest, 2012), which 
 in this PhD is internal marketization.  


In this PhD external marketization is the creation of a market for public service delivery outside 
 the SOE based on its former activities. This has to do with challenging the monopoly that SOEs 
 have had (Farazmand, 1996, Parker, 2003)  through what Hermann and Verhoest (2012)  call 
 liberalization via competition and in public service delivery competitive tendering and 
 contracting  out that create a situation for the government to govern on contracts (Kettl, 1993, 
 Kettl, 2010) with external providers (Alford and O'Flynn, 2012). 


It creates a set-up  in which the contracts are institutionalized as a  market-based way of 
 governing where the state has the roles of purchaser of services, contract manager  and market 
 regulator  (Baldwin et al., 2012, Rentsch and Finger, 2015).  Where the ideal and classic 
 perception of contracting  out is the situation where the  third parties  are  private actors (Hood, 
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(29)1991, Skelcher, 2005, Kettl, 2015) what is central when understanding SOEs in marketization is 
 that  the contract arrangement can occur with  other public organizations  (Hodge, 2000)  that 
 become  external providers in public service delivery (Alford and O'Flynn, 2012).  So what 
 happens  is that some of these modernized and professionalized SOEs  as a result of internal 
 marketization  become market actors and thus subjects in reforms in these  new public markets 
 based on contracted-out services of their own activities as a result of external marketization. 


However, in the case of passenger rail there are both tendered contracts (contracted-out)  and 
 negotiated contracts (contracted-in) focusing on the public service obligation. Though they are 
 named contracts about public service delivery and thus part of external marketization, 
 negotiated  contracts are different from contracted-out contracts in tender rounds because they 
 are  not exposed to competition, but are  contracted  in  via  negotiations between two public 
 organizations (Ejersbo and Greve, 2002), in rail the incumbent SOE. Thus they can be seen as 
 relating to both internal and external marketization.  They are not legally binding, but are 
 politically settled and governed. It is the government ministry and not a third party that settles 
 any disputes. However, as they are related to definitions of their activities, for example, service 
 levels, they are here categorized as external marketization as the process towards liberalization 
 of the former activities of the SOE. The empirical analysis in articles  2, 3 and 4 suggests  that 
 these contracts are an example of how the historical sectorial role of the SOE is marketized and 
 thus they can be seen as part of the hybridity of the SOE. This goes for internal marketization, 
 but even more interestingly  is an example of when the  SOE is used as an object by the 
 government next  to the  market actor role on other types of tendered contract  in external 
 marketization.  
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(30)Table 1 Elements of internal and external marketization for SOEs 
 Historical governance of 


SOEs 


Internal marketization   External marketization 


Public 
 governance 


Direct government  and 


traditional public 
 administration 


Part  or full ownership  of a 
 company 


Contracting  in and 


contracting  out  of public 
 services 


Main actors  Parliament,  minister and 
 SOE  


Minister as owner,  ministry 
 and SOE 


Regulatory and procuring 
 authorities and market actors 
 Components  Direct orders and commands  


Policies on the political and 
 societal objectives for the 
 SOE 


Ownership at arm’s length 
 via independent management 


Ownership policies 


Potential privatization  


Company laws and articles 
 of association 


Contracting out of services 


Authorizations or licences 


Sector  regulation  and 
 competition law 


Organizational 
 principles 


Statute-based SOE 


SOE integrated organization 


Political and coordination 
 tasks  for the sector  in the 
 SOE 


Economic and judicial 
 independence 


Specialization and 
 disintegration of the 
 organization  


Political and coordination 
 tasks in agency 


Contracts that define services 
 and obligations towards the 
 sector 


Special service obligation on 
 contract basis on negotiated 
 contracts 


Finance  State subsidy on the Finance 
 Act 


Public spending and user 
 payment 


Commercial activities  via 
 customer payment 


Public payment for 
 contracted-in and contracted-
 out  services  combined with 
 customer payment 


Marketization post NPM 


In the aftermath of NPM, it is still contested whether the drivers for the reforms were  more 
 ideological than efficiency  driven  (Christensen and Lægreid, 2011b, Hood and Dixon, 2015). 


The influence has been substantial, but different countries followed their national trajectories at 
 different paces (Christensen and Lægreid, 2011b, Pollitt and Bouckaert, 2011, Greve et al., 
 2016, Van de Walle et al., 2016).  This also goes for the  SOES.  Anglo-Saxon countries  were 
 once the leaders of SOE reforms (Wettenhall, 2001, Wettenhall, 2003a) when other countries in 
 both developing countries and Europe kept ownership (Farazmand, 2013b, OECD, 2014). Over 
 time,  governments have tried to bridge the problems caused by  the disintegrated and market-
 oriented paradigm (Christensen and Lægreid, 2011b), but there is an acknowledgement of 
 hybridity in public governance both conceptually and empirically that needs clarification 
 (Christensen and Lægreid, 2011c). Two approaches have been suggested within a reform 
 perspective  (Pollitt and Bouckaert, 2011):  New Public Governance  (Osborne, 2010)  and  New 
 Weberian State (Pollitt and Bouckaert, 2011). 
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(31)The understanding of networks and the inclusion of various actors in policy making and 
 implementation  (Koopenjan and Klijn, 2004)  have  been important and could be seen as 
 responses to NPM that led to the ideas of New Public Governance (Osborne, 2010) that stress a 
 plurality of actors and trust as an important coordinating mechanism in today’s public 
 governance. An example is that contracting  out  has been revisited via the concept of public–


private partnerships in a way that  focuses on  cooperation between public and private to 
 overcome classical principal–agent contractual behaviour through risk sharing over a longer 
 period of time (Skelcher, 2005, Hodge et al., 2010, Hodge and Greve, 2013). This also goes for 
 SOEs where there is a realization of various societal stakeholders externally in a governance 
 perspective (Yeung, 2005, Farazmand, 2013b, Thynne, 2013). According to Wettenhall (2003a), 
 the plurality of actors and organizational forms challenges the organizational typology in which 
 SOEs historically  have  been seen as the distinct ‘third’ sector next to national and local 
 government and he argues that the development of NPM reforms excludes commercial activities 
 from the “mental construct” (Wettenhall, 2003a, p. 234) of the public sector despite the fact that 
 governments might be heavily involved. The recent call for attention to contemporary SOEs as 


‘hybrid organizations’ (Bruton et al., 2015, Grossi et al., 2015) can thus be seen as an attempt to 
 resituate SOEs  in  a governance perspective in  the ‘third’ sector because of mixed ownership 
 structures  where the government jointly owns  SOEs with private partners  (Thynne, 2011a, 
 Bruton et al., 2015, Grossi and Thomasson, 2015). This led  to the understanding of SOEs as 
 hybrid organizations that emphasize legal structures as drivers of hybridity and not only because 
 of diverging commercial and public objectives (Thynne, 1994) or governance matters (Bruton et 
 al., 2015).  This perspective thus opens  up a  more actor-oriented understanding of SOEs  as 
 subjects.  


Another way to conceptualize  post-NPM  reforms  is  via  Pollitt and Bouckaert (2011)  New 
 Weberian State, which emphasizes the special role and virtues of the state in public management 
 that were to some extent neglected in the early years of NPM (Christensen and Lægreid, 2011d). 


This is also brought forward as one of the tendencies in the newest comparative books on public 
 administration reforms in Europe (Greve et al., 2016, Van de Walle et al., 2016). It is also in line 
 with the realization  that NPM has not led to de-regulation, but to  re-regulation  (Hermann and 
 Verhoest, 2012) through which the role of the state has become that of a regulator among other 
 transnational actors in a poly-centred reality (Levi-Faur, 2012) and that the efficiency gains have 
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(32)not been as promised by the early agitators of the reforms (Hood and Dixon, 2015). On  a 
 national level the government,  in what has been termed the  post-NPM era (Christensen and 
 Lægreid, 2011b, Christensen and Lægreid, 2011c), has  been trying to regain political control 
 (Christensen, 2012, Dommett and Flinders, 2015)  and  to  reintegrate and merge agencies 
 (Christensen and Lægreid, 2011b,  Flinders and Skelcher, 2012)  to overcome the coordination 
 problems caused by a disintegrated specialized public sector. In this light the rediscovered 
 interest in SOEs can be seen as a call to reidentify SOEs as legitimate policy tool  (Thynne, 
 2011a, Wettenhall and Thynne, 2011, Del Bo and Florio, 2012, Florio (ed.), 2013, Bernier, 
 2014) for both academics and practitioners. The financial crisis has additionally been named as 
 a factor that redirected the focus towards state ownership in terms of both re-nationalization and 
 privatization (MacCarthaigh, 2011, Florio (ed.), 2013, Palcic and Reeves, 2013). Hence, this call 
 emphasized SOEs as objects for the state in public administration reforms. 


Where this section has focused on how marketization has influenced SOEs, the next section will 
 elaborate on what different branches of contemporary literature say about SOEs of today to flesh 
 out a conceptual framework for the study of SOEs as IMAs where there is also a focus on the 
 way in which SOEs influence marketization as actors  (Bernier, 2014, Paz, 2015, Rentsch and 
 Finger, 2015) or rule-takers (Streeck and Thelen, 2005). 


2.2 Three perspectives on contemporary SOEs  


The origins of the state ownership of SOEs have historically been to secure growth in situations 
 with lack of market or to take over activities from the markets for strategic reasons (Wettenhall, 
 1998, Farazmand, 2013a). In addition to this,  Milward (2011)  adds broader concerns of social 
 and political unification and national defence as crucial motivations for former state ownership. 


Hence, SOEs had broader societal functions for the state and could be seen as policy instruments 
 for the state to obtain social and  economic goals (Thynne, 1994, Thynne, 2011b).  As  Lodge 
 (2002) points out, public ownership and undertakings were as natural in public administration as 
 privatization became in the 1980s and 1990s by its advocates. Over time academia lost interest 
 in SOEs across all disciplines, as shown rigorously in literature reviews by Bruton et al. (2015) 
 in the area of management studies, in the area of public economy by Florio (ed.) (2013) and in 
 the area of public governance in terms of how state ownership has disappeared from textbooks 
 on public management by Hughes (Hughes, 2003, Hughes, 2012). There is, however, a renewed 
 interest across social science disciplines  in this area and in the following I have divided the 
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(33)literature into three strands based on theoretical focus and discipline. First there is ‘public 
 economy and regulation: revitalizing  the SOE as an economic tool’  led primarily by 
 Massimo Florio (Florio and Fecher, 2011, Florio (ed.), 2013, Florio, 2014a) and focusing on the 
 SOE as an economic tool combined with the regulation literature on rail by Matthias Finger 
 (Finger and Holvad, 2013, Finger, 2014, Finger and Messulam, 2015a, Rentsch and Finger, 
 2015)  that explores especially external  marketization. The second strand, which  I term 


‘management studies: SOEs as organizational  hybrids’,  focuses on resituating the SOE in 
 the area of management  studies, as shown by Bruton et al. (2015). The last strand is ‘public 
 policy and organization: SOEs as a policy tool within a  governance perspective’  and is 
 based on the prominent work of Roger Wettenhall (Wettenhall and Thynne, 1999, Wettenhall, 
 2001, Wettenhall and Thynne, 2002, Wettenhall, 2003a, Wettenhall and Thynne, 2010, 
 Wettenhall and Thynne, 2011) and Ian Thynne (Thynne, 1994, Thynne, 1998a, Thynne, 1998b, 
 Thynne and Wettenhall, 2004, Thynne, 2011a), but has  also been  taken on by scholars from 
 public management who are trying to revitalize the agenda within public management (Grossi et 
 al., 2015, Grossi and Thomasson, 2015). The three strands share the same ambition to stimulate 
 a new academic interest in SOEs as a research field  and  acknowledge the need for both 
 theoretical and empirical studies in this field, but they differ in approach  and focus  and rarely 
 relate to each other’s work.4  The identification and analysis of these three strands of literature 
 contribute with a focus on SOEs in marketization to two academic discussions: 1) in relation to 
 marketization by bridging public policy and management and,  on the other side,  the (utility) 
 regulation literature that is  rarely combined  (Bartle, 2011);  and 2) in relation  to SOEs  and 
 hybridity by contributing to the call of combining organization studies with public governance 
 (Rhodes, 2007, Arellano-Gault et al., 2013, Bozeman, 2013, Denis et al., 2015). 


Public economy and regulation: Revitalizing the SOE as an economic tool  


The first strand of literature is what is here termed the public economy and regulation literature. 


It is actually two separate strands  of literature, but with the call to understand contemporary 
 SOEs the literatures have been merged in several special issues (Florio and Fecher, 2011, Florio 
 (ed.), 2013, Florio, 2014a). Next to this,  despite a call for interdisciplinary work (Florio and 
 Fecher, 2011), the literatures are primarily based on economic theory or rational choice and are 
 published in public economy journals.  The  (utility)  regulation  literature has in relation to 


4 The public management scholars in the third stream refer to the second stream, which will be described in the 
 following sections. 
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(34)marketization been focusing on how to regulate the markets that have  developed because of 
 liberalization  of the activities of SOEs,  hence external marketization. The focus has been 
 primarily on the network or utility industries with a strong economic accent that focuses on the 
 regulatory challenges within each sector (Hughes, 1998, Hughes, 2003, Milward, 2011, Baldwin 
 et al., 2012, Florio (ed.), 2013). In the case of passenger rail, the systemic limitations of the rail 
 network as classic natural monopoly are  central  (Sclar, 2005, Finger and Messulam, 2015b). 


However, the service side is about liberalization  through competition either  for the tracks in 
 terms of tendered contracts or on the tracks in terms of open access where the competition is for 
 slots/rail access on commercial lines  and in rare cases building parallel rails  (Baldwin et al., 
 2012, Finger, 2014).  The normative is to create a well-functioning market where ownership  is 
 discussed as the need for vertical separation of activities (Lang et al., 2013) and de-politicization 
 focusing on the creation of independent sectorial agencies (Finger and Messulam, 2015a). There 
 is also a part of this literature that discusses marketization and ownership and questions whether 
 privatization as private monopoly will automatically lead to better efficiency gains for the public 
 sector (Willner and Parker, 2007), but also concludes that ownership has to be followed by de-
 politicization as financial independence and a strong regulatory set-up (Koppel, 2007).  


In the latest call to focus on SOEs, the ambition has been to reintroduce SOEs as an alternative 
 to  privatization  (Florio (ed.), 2013),  a  tool of economic policy (Florio and Fecher, 2011, 
 MacCarthaigh, 2011, Florio, 2014a) that might have a legitimacy of its own as an alternative to 
 what  is called  a ‘neo-liberal agenda’  where the new public markets can be characterized as 


‘regulated mixed oligopoly’ with few players and limited regulation (Florio and Fecher, 2011). 


As an answer to the quest to understand contemporary SOEs (Florio and Fecher, 2011), Florio 
 (2014b)  argues  that SOEs have survived because of their financial performance, because they 
 play  an emergency role for the state in societal crises, because of privatization  reversal on  a 
 local level and finally because they have expanded internationally. It is stressed that when 
 understanding contemporary SOEs in this light we must  go beyond narrow performance 
 measures (in a comparison with  the private sector) and include broader political and social 
 issues  (Florio and Fecher, 2011).  However,  when conceptualizing the SOE from a welfare 
 economic approach based on social cost–benefit analysis, Del Bo and Florio (2012) undertake a 
 theoretical  comparison with a private alternative  under procurement.  They suggest that the 
 institutional set-up is important to enable the important actors, that is, the politicians, to design 
 and implement meaningful  policies. In this light  neither  the  public administrators nor the 
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(35)managers are important actors even when they adopt suboptimal plans. Where these approaches 
 focus on the government perspective in choosing the optimal  economic  policy  tool, there is a 
 strand that also incorporates the SOE as a subject or actor. 


Bernier (2014) stresses that SOEs should be a research object on their own and not studied only 
 as part of privatization, but he suggests  differently when conceptualizing SOEs  as a policy 
 instrument in economic policy. His suggestion is to move from a governance focus on SOEs to a 
 focus on public entrepreneurship within SOEs, studying the  performance and entrepreneurship 
 of  SOEs  in their  own rights,  including  CEOs.  Next to the  theory on institutional 
 entrepreneurship he also argues,  based on Hafsi and Koenig (1988),  that SOEs have the 
 autonomy and capacity to be protected from external influence,  hence  they are de-politicized 
 that makes  entrepreneurship  possible.  Hafsi and Koenig (1988)  study  on the SOE–state 
 relationship is much referred to in this strand of literature. Their argument is that the relationship 
 develops from a first phase of close relationship based on dependence and mutual understanding 
 as they are founded  towards autonomy via an adversarial phase. In the adversarial phase the 
 SOE tries to safeguard its position against the fact that its founding objectives are more or less 
 achieved, but not updated, that the firm is more conscious of its own organization and that the 
 state is an inconsistent body with changing governments and civil servants (Hafsi and Koenig, 
 1988). In the last phase of autonomy the SOE is described as having turned into an institution 
 that competes with the government for prestige and public support,  and the autonomy comes 
 from the fact that the “government shies away from intense confrontations” (Hafsi and Koenig, 
 1988, p. 242). 


It is this autonomy phase that Rentsch and Finger (2015) seek to explore and update in the era of 
 marketization  through their  case studies of German railway, French post  and  Swiss  telecom 
 sectors,  incorporating  SOE strategies next to developments  in marketization.  They study the 
 SOE and the state  as autonomous agents with strategies of their own and conclude that the 
 relationship between the state and the SOE is ambiguous because the SOE has become market-
 oriented with, for example, international activities and the state holds the dual role of owner and 
 regulator. This means that both the state’s objectives for SOEs and corporate strategies for SOEs 
 can change over time. At the end they fall back on Finger’s regulation approach and suggest that 
 it is the regulator that should intervene in the SOE and not the owner in an area of marketization 
 to secure a more consistent relationship. However, as their intention was to be more faithful to 
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