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a b s t r a c t

Governments around the world are increasingly turning to the use of stand-alone, state-owned utilities
to deliver core services such as water and electricity. This article reviews the history of such ‘corpora-
tization’ and argues that its recent resurgence has been heavily influenced by neoliberal theory and
practice, raising important questions about whether it should be adopted as a public service model. Not
all corporatizations promote commercialization, however. The article also discusses stand-alone utilities
that have managed to stave off market pressures and develop in more equity-oriented directions. The
scope for non-commercialized corporatization is narrow, but given the expansion of this organizational
model it is important that we understand both its limitations and potentials, particularly in low-income
countries in the South where service gaps are large and equity is a major challenge.

© 2016 Elsevier Ltd. All rights reserved.
1. Introduction

Governments around the world are increasingly turning to the
use of stand-alone, state-owned corporations to deliver core ser-
vices. These ‘corporatized’ entities are fully owned and operated by
the state but function at arm's length, with varying degrees of au-
tonomy. Water and electricity utilities are common examples, but
the practice extends to a much wider range of goods and services,
including airports, child care, universities, forests, hospitals,
transport and manufacturing (Aivazian et al., 2005; Bilodeau et al.,
2007; Fink, 2008; Meyer, 2002; Nelson and Nikolakis 2012; Oum
et al., 2006; Preker and Harding, 2003; Sumsion, 2006; Zatti, 2012).

Since the 1970s corporatization has been strongly influenced by
neoliberal theory and practice, contributing to the creation of
commercialized public sector cultures and ideologies, with public
utilities being run increasingly on market-oriented operating
principles such as financialized performance indicators, cost-
reflexive pricing and competitive outsourcing (Hood, 1991;
Moynihan, 2006; Osborne and Gaebler, 1992; Shirley, 1999).

Not all corporatizations have been carried out with this
commercialization in mind however. Even within market econo-
mies there are widely differingmotives at play. Somemanagers and
policy-makers see corporatization as a first step toward privatiza-
tion. Some see it as an opportunity to commercialize services
without the political and economic risks of direct private sector
participation. Others are committed to social democratic forms of
welfarism, while others still see corporatization as a form of
(autocratic) state capitalism.

None of this should come as a surprise given that corporatiza-
tion is as old and diverse as the state itself. The Achaemenid Empire
of Persia was dominated by state enterprises with autonomy from
political rulers, run as “professional” entities renowned for their
“efficiencies” (Farazmand, 1996, 2e3). Sweden began to “structur-
ally disaggregate the provision and production of public services”
as early as the seventeenth century, and has employed modified
versions of this institutional arrangement ever since (Moynihan,
2006, 1034). So too did the Soviets experiment with the corpora-
tization model, creating some 750,000 arm's length public enter-
prises while in power, many of which have since been sold or
outsourced, but some of the largest and most strategic remain as
stand-alone public agencies (Farazmand, 1996; Painter and Mok,
2010). Contemporary socialist states such as Cuba and Venezuela
have created stand-alone public enterprises as well (Alvarez, 2006;
Benzing, 2005; Bremmer, 2009; Chavez and Goldfrank, 2004), and
China is arguably the most active of all (Aivazian et al., 2005; Ocko
and Campo, 1994; Ramesh and Araral, 2010). Even fascist states
employed the corporatization model. In Italy, Mussolini created the
Istituto per la Ricostruzione Industriale (Institute for Industrial
Reconstruction) which, “as of the late 1930s … led to the Italian
state owning a bigger share in the economy than in any other
country except the USSR” (Baker, 2006, 229).

In other words, the creation of autonomous state-owned service
entities is neither historically specific nor ideologically pre-
determined, with the rationale and operation of such public
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enterprises having differed dramatically across place and time.
Their only common feature is a quasi-independent cadre of pro-
fessional bureaucrats tasked with managing and producing a
delineated set of goods or services, buffered to some degree from
direct political intervention. Whether the aim is to sustain a
monarchial elite, advance a racist agenda, build a socialist society,
or promote market ideologies, the creation of an arm's length
public enterprise can lend itself to radically different political
projects.

This elasticity may help to explain its popularity today. Cor-
poratized entities currently “make up the bulk of the public sphere
in many Western European countries,” and the practice is wide-
spread in North America (Kickert, 2001, 135; see also Dan et al.,
2012; Florio, 2013; Clifton et al., 2007). The literature on corpora-
tization in Asia, Africa and Latin America is not as extensive, making
it difficult to estimate its uptake with certainty, but it would appear
to be a significante if not dominante organizational trend in these
regions as well (Chavez and Torres, 2014; Cheung, 2013; Herrera
and Post, 2014; McDonald, 2014; Uwizeyimana and Maphunye,
2014; Wong and Chan, 1999).

The question of whether (and how) to corporatize core services
is therefore a pertinent and pressing one, for both policy makers
and activists alike. This is particularly true in cities and countries in
the South, where infrastructure and service delivery gaps are
enormous, where the capacity of governments to monitor semi-
autonomous utilities varies dramatically, and where commerciali-
zation may have pronounced effects on inequality.

Not surprisingly, the literature on corporatization is highly
polarized. Writings in favour of corporatization tend to celebrate it
as an effective way to depoliticize public services and to improve
efficiency using market-like operating principles (OECD, 2005;
Osborne and Gaebler, 1992; Preker and Harding, 2003; Shirley,
1999). Those opposed often see corporatization as a vehicle for
the introduction of neoliberal forms of ‘new public management’,
offering a façade of public ownership while propagating market
ideology, pointing to the particularly pernicious effects of corpo-
ratization in low-income countries (Blum and Ullman, 2012; Gentle
2009; Magdahl, 2012; van Rooyen and Hall, 2007). These experi-
ences have persuaded many that corporatization is little more than
a ruse for commercializing service delivery while deceiving people
into thinking that the crisis of privatization has been averted.

I want to argue amiddle-ground of sorts in this papere one that
takes concerns with the commercialization of public services seri-
ously while at the same time acknowledging the potential for
corporatization to be done in more progressive, equity-oriented
ways e even within neoliberal settings. On the critical side I
highlight the organizational barriers to broad-based planning
brought about by corporatization, with its inherently disaggregated
nature. I also underscore the structural influences of the market in
shaping the material and ideological character of corporatized
services in a neoliberal era, and how this serves to deepen the
commodification of public goods, transforming the ways we think
about the very meaning of publicness.

But corporatization is not inherently market-oriented. The final
section of this paper points toways that themost negative effects of
commercialized forms of corporatization may be avoided, drawing
on ‘actually existing’ examples from countries in the South where
corporatized services have operated in the broader public interest.
The scope for such action may be narrow e and narrowing e but
given that corporatization is not going away any time soon it is
imperative that we understand both its limitations and potentials
in contemporary market economies.

I also argue that ‘traditional’ forms of state service delivery have
their own problems, some of which might benefit from the more
direct forms of accountability that can be generated by
corporatization. Amalgamated welfare-era services should be
fought for and preserved where appropriate, but we must not wax
nostalgically about integrated management models that have at
times been exclusionary, opaque and blindly productivist in their
orientation, particularly in post-colonial states in the South where
they have tended to be highly differentiated along race and class
lines, and where state-owned service delivery has often been poor
or non-existent (B�ertola, 2015; Newman and Clarke, 2009). As
Ferguson (2009, 169) notes in the African context, “calls for rein-
stating old-style developmental states… are understandable in the
wake of neoliberal restructuring… but I am skeptical that this is an
adequate responsee partly because the supposedly developmental
states I know from the 1970s in Africa were pretty awful.”

In the end there are no ‘perfect’ public service delivery models.
Water, electricity, health care and other services are far too complex
in their social, political, technical, environmental and economic
make up to permit any single, universal archetype. We can, how-
ever, identify strengths and weaknesses in the corporatization
model, and discuss the structural constraints imposed on it by
market forces, as we seek possible ways of harnessing it for the
delivery of badly-needed essential services and shaping it in more
progressive directions.

2. What is corporatization?

Corporatization refers to service agencies that are owned and
operated by the state (local or national) but which function at arm's
length from government. They typically have separate legal status
and an independent board of directors, with all resources being
financially ringfenced from government and other state agencies.
Where resources continue to be shared by more than one agency
(for example, centralized IT services) each ringfenced entity pays a
full-cost fee for the use of those assets (Shirley, 1999; Whincop,
2003).

The intent of financial ringfencing is to create a more trans-
parent form of accounting, where all costs and revenues directly
related to a service can be clearly identified, along with subsidies in
and out of a particular unit. This is designed to identify areas of
financial loss or gain that may otherwise be hidden in the intricate
accounting and cross-subsidization mechanisms of an integrated,
centralized service delivery system. Ringfencing can also serve to
insulate revenue-generating utilities from being used as ‘petty cash
boxes’ by elected officials or managers from other government
units (sometimes for corrupt purposes), serving to protect a utility's
financial integrity. And finally, it can allow corporatized agencies to
obtain an independent credit rating and borrowmoney on the open
market.

Ringfencing takes on managerial functions as well, with em-
ployees working only for the corporatized entity they are attached
to, often physically separated from other government units. The
intent is to create a merit-based cadre of service-specific experts
shielded from the (potential) nepotism of elected officials, the
short-term vagaries of election cycles, and demands from other
government agencies. The hope is that with corporatization,
“managerial autonomy would increase, thereby ensuring that
utility revenues would not be squandered through patronage
employment and other wasteful expenditures” (Herrera and Post,
2014, 629). This is not to say that corporatization can eliminate
conflicts of interest between administrative and executive branches
of the state (a tension that goes back at least 2000 years with dis-
putes between ‘legalists’ and ‘Confucianists’ in China (Kamenka,
1989)) but it can create a buffer zone of relative independence for
bureaucrats, while at the same time exposing managers to closer
public scrutiny.

Finally, corporatization is designed to allow performance
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comparisons of different government agencies via the use of
standardized measurement criteria. Much of this benchmarking is
monetized today, as we shall see below, but radically different in-
dicators and evaluation methods have been employed in the past,
such as the ‘targeted output’ criteria used in the former Soviet
Union, with individual public enterprises seen as part of a larger
‘organism’ of production (Ericson, 1991).

3. What is neoliberal corporatization?

What, then, is neoliberal corporatization? In short, it puts
market-based operating mechanisms at the heart of the corpora-
tization model, pushing managers to use market-oriented signals
such as price and interest rates as primary factors in their decision
making. The financial bottom line of a stand-alone utility is not the
only performance criteria employed in these cases but it is a crucial
factor in planning and evaluation, with managers frequently
remunerated or incentivized according to the surplus/deficit of the
agency, with market-based salaries used to attract the ‘best’
personnel. Investment decisions are based on financial returns and
money is borrowed at market rates.

Such neoliberalization is never absolute, of course. A bifurcated
view of consumers and citizens obscures more complex, politicized
and dialectical relationships between individuals and the (neolib-
eral) state (Furlong, 2013). And yet we can point to an increasingly
neoliberalizedmodel of corporatization, one that is grounded in the
belief that “human well-being can best be advanced by liberating
individual entrepreneurial freedoms and skills within an institu-
tional framework characterized by strong private property rights
[and] free markets” (Harvey 2005, 2). The intent here is to create
public companies that are owned and operated by the state but run
as though they were private firms operating in a competitive
marketplace, driven by self-interested, utility maximizing in-
dividuals. As Gilbert (2013, 9) puts is:

Neoliberalism advocates a programme of deliberate interven-
tion by government in order to encourage particular types of
entrepreneurial, competitive and commercial behaviour in its cit-
izens, ultimately arguing for the management of populations with
the aim of cultivating a type of individualistic, competitive, ac-
quisitive and entrepreneurial behaviour … .This is the key differ-
ence between classical liberalism and neoliberalism: the former
presumes that, left to their own devices, humanswill naturally tend
to behave in the desired fashion. By contrast the latter assumes that
they must be compelled to do so by a benign but frequently
directive state.

In this respect, neoliberal corporatization can be seen as an
intentional government intervention designed to instill a
commercialized ideology into public services, while at the same
time attacking the perceived failures of Keynesian-era interven-
tionism, with its (hidden) state subsidies distorting market signals
and repressive bureaucratic procedures dampening the ability of
the state to respond to larger market trends. As such, neoliberal
corporatization is part of a larger shift over the past three decades
towards ‘new public management’ (NPM), a governance strategy
which Pollitt (2002, 474) characterizes as focusing on results-based
management, an emphasis on performance measurements that
prioritize market-based indicators and standards, a “preference for
more specialized, ‘lean’, ‘flat’ and autonomous organizational
forms”, and a “widespread substitution of contract or contract-like
relationships for hierarchical relationships”. Debates continue as to
how deep and extensive this NPM trend has been, and whether it
remains as popular today as it was in the 1990s, but three decades
of NPM philosophy has resulted in “a broadening and blurring of
the ‘frontier’ between the public and private sectors” and a “shift in
value priorities away from universalism, equity, security and
resilience towards efficiency and individualism” (Pollitt and
Bouckaert, 2011, 474). Neoliberal corporatization is but one mani-
festation of this broader public management trend.

Nevertheless, neoliberal corporatization is not privatization, and
pure market forces never fully apply to state-owned enterprises
and ‘natural monopolies’ such as water and electricity. But it is
exactly these market limits that have made the corporatization of
public services so popular amongst neoliberals, acting as a vehicle
to open up new possibilities for market penetration via structural
and legislative reforms that introduce commercial principles and
mandates into un(der)marketized service sectors (eg. voucher
systems that create competition between public agencies operating
in different locations (Saltman, 2000; Warner and Gradus, 2011);
liberalization that forces public agencies to compete with private
companies for their own contracts (Osborne and Hutchinson,
2006); and the ‘unbundling’ of sectors such as electricity in an
effort to create vertical competition within public agencies to open
additional space for the private sector to compete (Joskow, 1996;
Fang and Hill, 2003)).

Some analysts have even argued that neoliberal corporatization
is a mere segue to future privatization, instilling market-oriented
management cultures and profitable bottom lines to prepare pub-
lic services for private buyers. After all, few private companies are
interested in investing in services with hidden cost structures, or
partnering with government agencies that do not share their
management philosophies.

According to the OECD (2005, 9), corporatization should not
“contradict or discourage countries from undertaking any privati-
sation policies or programmes”, and the same applies to much of
China's experimentation with corporatization, where many state-
owned enterprises are being prepared for “eventual privatization”
(Aivazian et al., 2005, 791; see also Zhang, 2014). In some cases
neoliberal corporatization has been used as an opportunity to
introduce market mechanisms (such as cost-reflexive pricing)
while the service is still in public hands, sparing private companies
the wrath of consumers when it is privatized. In Manila and Buenos
Aires, for example, water prices were intentionally increased by
corporatized public utilities prior to privatization (Dumol, 2000;
Loftus and McDonald, 2001). But even when privatization is not
the end goal the result can be much the same: public agencies
acting like private companies (Blum and Ullman, 2012). The trend
toward performance-based salaries for senior managers and other
narrow pecuniary incentives often lead to changes in management
ethos, with a focus on short-term financial bottom lines, creating
publicly owned and operated entities that mimic private sector
discourse and practice (Taylor-Gooby, 2000).

Many of these corporatized utilities are increasingly interna-
tional in their operations as well (Clifton et al., 2007; Furlong, 2015;
Chavez and Torres, 2014). In some cases they even celebrate their
‘public’ status at home while aggressively seeking for-profit con-
tracts outside their jurisdictions. Rand Water and Eskom (elec-
tricity) in South Africa are illustrative of this trend. While
trumpeting their role as public providers in a post-apartheid era
they have taken private sector contracts elsewhere on the conti-
nent, where they behave like (and are perceived as) any other
profit-seeking multinational corporation (van Rooyen and Hall,
2007; Gentle 2009). It is not clear how extensive this kind of dual
internationalized practice has become, but there are many exam-
ples, such as the case of Manitoba Hydro (Canada), which has a
contract to privatize Nigeria's electricity transmission network
while it fights off privatization attempts at home by citing the
merits of public control (Price, 2014). Little wonder that some
critics see neoliberal corporatization as the proverbial wolf in
sheep's clothing, offering a façade of public ownership while
propagating market ideologies. Neoliberal corporatization may be
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‘public’ in name, but not necessarily in character.

3.1. Exacerbating myopia

Another concernwith neoliberal forms of corporatization is that
they can exacerbate an inherently blinkeredmodel of management.
By their very nature corporatized agencies are compartmentalized
into silos, making it difficult to coordinatemanagement and finance
across units, potentially undermining synergistic planning,
resource use and economies of scale (Bollier, 2003; Whincop,
2003). Neoliberal corporatization can make this myopia worse,
emphasising a (ringfenced) financial bottom line and promoting
monetized forms of performance evaluation, even if these goals
come at a cost to their sister units or to the larger public good.

Under such conditions cross-subsidization can become difficult,
if not impossible. Where incomes from revenue-generating ser-
vices such as electricity might support non-revenue generating
services such as libraries, managers are often disinclined (and
disincentivized) to harm their financial situation by sharing re-
sources. At the same time, elected officials may have lost their
authority to demand inter-unit transfers (Nor-Aziah and Scapens,
2007; Pollitt, 2006; Pollitt and Talbot, 2004). Such isolationism is
particularly problematic in lower-income countries in the South,
where infrastructure gaps are enormous and where collective
economies of scale could be used to expand service access across a
broader range of sectors.

The end result is often a focus on (full) cost recovery by man-
agers within stand-alone agencies, on the assumption that they are
unlikely to receive subsidies from other units or levels of govern-
ment. This is an understandable decision by managers wanting to
protect the financial sustainability of their utility, but too much
emphasis on recouping costs within a stand-alone agency can
create affordability problems for the poor, with cut-offs in services
such as water and electricity potentially undermining public goods
such as health and education. To illustrate once again with an
example from South Africa, millions of low-income households in
that country have had water and electricity cut-off by publicly-
owned Eskom and Rand Water because they could not afford to
pay for them, resulting in a myriad of social, economic and envi-
ronmental costs (Gentle 2009; Magdahl, 2012; van Rooyen and
Hall, 2007; Von Schnitzler, 2008). In at least one case, the intro-
duction of pre-paid water meters (in an effort to increase cost re-
covery) was partly responsible for an outbreak of cholera, costing
the state tens of millions of Rand in emergency services, under-
mining whatever small financial gains may have been made in
water revenue collection (Hemson, 2006). There are inter-
governmental transfers and tariff structures in place to support
the poor in South Africa, but for many households these subsidies
are simply inadequate, aggravated by corporatization, and
contributing to one of the most active anti-commercialization
protest movements in the world (Alexander and Pfaffe, 2014).

Monetized incentives can also serve to undermine personal
relationships within government, eroding the kinds of “high-trust
relationships” that “lower transaction costs within the public sector
and make it more efficient than it would be if each action had to be
negotiated and costed on a low-trust basis” (Hood, 1995, 94). The
constant threat of privatization, or having to compete for one's own
contracts, makes the sharing of information within and across
corporatized utilities less likely, instilling a heightened sense of
privacy and secrecy as cost data becomes commercially
confidential.

3.2. Commodification

Another concern with agency-specific financial bottom lines is
that they serve to intensify the commodification process e the
transformation of use values (qualitatively defined characteristics
of a good or service that differentiate it from others) into exchange
values (its monetary price, defined by the market), with goods and
services increasingly defined and valorized by their (fluctuating)
price. Thus water, with its qualitatively different use values (eg.
religious practice, aesthetic beauty, recreational enjoyment, phys-
iological necessity) becomes a more homogenized commodity in
the exchange process (Watts, 1999). Service users are increasingly
seen (and come to see themselves) as ‘customers’ instead of ‘citi-
zens’, with public amenities perceived more like private com-
modities to be bought on the market, dissociated from broader
public goods and concealing the complex social and labour ar-
rangements behind their exchange price (Clarke et al., 2007).

This commodification process allows utility managers to argue
that the only way to truly ‘appreciate’ a service is to pay for it
(ideally at full market cost), sidelining or eradicating non-
commodified valuations that might also be associated with a ser-
vice. If a value cannot be expressed in monetary terms it risks not
being included in decision making at all. Under these conditions
how does a manager value non-monetized goals such as improved
dignity from better sanitation services, or the spiritual comfort one
may obtain from a free-flowing river? The pace and scale of
commodification is uneven, and differs from sector to sector (with
water being particularly ‘uncooperative’ in this regard due to its
biophysical characteristics (Bakker, 2004, 2007; Williams and
Windebank, 2003)), but “the reality of capitalism is that ever
more of social life is mediated through and by the market” (Watts,
1999, 312), with far-reaching transformative effects on the public
services we use.

This is not a uniquely neoliberal phenomenon. Allmarket-based
service delivery systems are under pressure to bring goods and
services into the exchange process, and to promote capital accu-
mulation in an increasingly competitive global economy. In-
vestments in the built environment are central to the ‘spatial fix’ of
capitalism, with the state constantly entangled in the making and
remaking of the social and physical infrastructures necessary for
private profit (Harvey, 1982). Keynesian-era welfare states may
have been better at distributing the benefits of these public in-
vestments, and, to varying extents, slowing the commodification
process, but they too were designed to build mass consumption
societies and deepen market relations (Gough, 1979; Esping-
Anderson, 1990). These are the cascading effects of commodifica-
tion and are inherent to all capitalist economies. Neoliberal cor-
poratization merely accelerates the process.

4. Long live corporatization?

Given these concerns, and the increasingly neoliberal character
of corporatization worldwide, should we reject the corporatization
model outright, particularly when it comes to essential services
such as water and electricity in low-income countries in the South?
Yes and no. If the intent of corporatization is simply to reveal the
financial costs of operation with the hopes of future privatization,
or to achieve the same narrow aims of commercialization via state
ownership, thenwe should reject it as a ‘progressive’ public service
model. On the other hand, it the aim of corporatization is to
improve equity and affordability, to make public services more
accountable to the poor, and to mitigate the commodification
process, then stand-alone public services can be worth pursuing,
particularly if they can stave off privatization and/or expose un-
ethical state officials to closer public examination.

The challenge is finding ways of ringfencing utilities that can
resist the hyper-commercialization of neoliberalized forms of cor-
poratization. There are no simple or singular strategies to
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accomplish this, but there are corporatization strategies that can
reduce unevenness and better advance public goals. The following
sections highlight three approaches that policy makers and activ-
ists can pursue in an effort to construct more progressive forms of
corporatization.

4.1. (Re)Connecting the dots

As noted previously, corporatization is intrinsically about
erecting financial andmanagerial walls. But it is also true that these
partitions are negotiated and negotiable (Herrera and Post, 2014).
Corporatized entities can allow for autonomy and promote collab-
oration. Ring-fencing should be seen as a fluid arrangement e not
one carved in stone e allowing for the facilitation of cooperation
and communication between agencies and facilitating holistic
planning across services where and when appropriate. Aggregation
and disaggregation are flip-sides of the same coin, constantly being
revised depending on the aims of a particular public service and the
nature of the social contract that shaped it.

An example of such flexible corporatized arrangements can be
seen in Uruguay's state-owned service agencies (water and sani-
tation (OSE), electricity (UTE), railways (AFE), energy (ANCAP) and
telecommunications (ANTEL)). There is considerable horizontal
integration amongst them, and there are regular high-level meet-
ings between the heads of each unit (Chavez and Torres, 2014). This
was not always the case, however, with current dynamics being the
product of reforms undertaken by the social democratic Frente
Amplio coalition, first elected in 2004; part of a broader set of
institutional and ideological shifts taking place in the country,
including an amendment to the Constitution which made it illegal
to privatize watere the first country in the world to do so (Terhorst
et al., 2013). Prior to these reforms, these agencies were largely
neoliberal in their orientation (and before that, run by an authori-
tarian regime). In the process of change Uruguay has managed to
provide almost universal coverage of essential services such as
water and electricity at affordable rates, as well as reliable and
widespread public transportation and telecommunication net-
works, contributing to one of the highest standards of living in Latin
America (Spronk et al., 2014; Chavez and Torres, 2014).

The fact that Uruguay's service infrastructures were relatively
strong prior to these reforms contributed to the ability of these
agencies to work together, as did the fact that Uruguay is a
comparatively small and homogenous country, but their achieve-
ments nevertheless serve as an illustration of the kinds of pro-
gressive gains that thoughtful corporatizations can accomplish.
Nevertheless, Uruguay's corporatized entities are vulnerable.
Although the governing coalition was re-elected in 2009 and 2014,
both elections were hotly contested by opposition parties that have
promised a return to more market-oriented model of state-owned
enterprises should they re-take power. There are also contradic-
tions that remain, such as the fact that private water companies
continue to operate in the country despite the Constitutional
amendment, while broader market forces limit the potential for
more radical efforts to decommodify servicesmore broadly (Spronk
et al., 2014).

Costa Rica's electricity provider (Instituto Costarricense de Elec-
tricidad e ICE) is another example of a corporatized entity that has
extended services almost universally, and which scores well on a
wide range of non-monetized performance measures such as
quality, affordability, public ethos and environmental sustainability
due to its ability to think outside its own service silo. ICE has been
run on a modelo solidario (solidarity model) since 1949, a social
compact that has made Costa Rica unique in the region, with its
citizens aware of the state's contributions to national development,
propelling them to resist attempts to privatize public enterprises
and to fight for non-commercialized forms of service delivery. ICE
has achieved Latin America's most inclusive [electricity] coverage,
enabling investment in socially advantageous but economically
unprofitable projects, such as the extension of service to
geographically remote or sparsely populated areas (Chavez, 2014,
39).

But here too we see fragility, with growing pressures within
Costa Rica to marketize public services, and with a mounting
emphasis on cost recovery. The agency has come under pressure to
generate financial surplus to assist with national government's
fiscal deficit, and there are legislative proposals for future privati-
zation (Chavez, 2014, 48). There appears to be strong commitment
amongst bureaucrats, policy makers and citizens to retain ICE's
social agenda (Ramos, 2014), but even after six decades of pro-
gressive corporatization the public character of ICE is far from
guaranteed.

A third example of a well-integrated corporatized entity is the
multi-utility agency of Medellín, Colombia (Empresas Públicas de
Medellín e EPM). EPM is renowned for its extensive range of op-
erations and its broad service coverage, as well as for its contri-
bution to the city's overall development by transferring as much as
30 per cent of its annual revenues to the municipal government for
general use. It is cited as a model public enterprise in Latin America
and is, for many Colombians, a source of national pride, illustrating
how public goods can be negotiated between citizen groups and a
utility (Furlong, 2015; Guerrero et al., 2015). But here as well we see
creeping forms of commercialization, with the introduction of cost-
reflexive pricing via user fees and pre-paid meters, with as many as
10% of households having had their water disconnected on an
annual basis due to non-payment of bills (Furlong, 2013,1186). How
deep these commercialization pressures run, and how long EPM
can retain its multi-service public orientation remains to be seen.

4.2. New benchmarking

Another possible way to mitigate commercialization within
corporatization is to develop alternative forms of performance
evaluation and benchmarking. Benchmarking is relatively new to
the public sector e having been developed for use in the private
sector in the 1970s e but is now widespread, particularly amongst
corporatized agencies where it is easier to compartmentalize and
measure.

Much of this performance evaluation is being driven by tech-
nocrats in a handful of highly-centralized institutions in the North,
such as the International Organization for Standardization (ISO)
(Nadvi andWaltring, 2004; Prakash and Potoski, 2006). Intended to
enhance transparency and accountability by making performance
data more readily available to the general public, standardized
performance measurements have developed a common language
and evaluation system that can theoretically be adopted for use
anywhere in the world.

Critics argue that these measurement schemes serve to reduce
transparency, given that they tend to be conducted by “experts”
behind closed doors and manipulated by managers and policy-
makers that want to “produce truth” in ways that may be discon-
nected from realities on the ground (Boelens and Vos, 2012, 18). In
this regard, benchmarking is seen by some as a gatekeeping tool for
constructing “common sense”, often celebrating market-based
concepts of success and progress while marginalising alternative
forms of service governance and valuation (Bowerman and Francis,
2001). It has also been argued that performance assessment and
benchmarking are used to promote commercialisation by giving
competitive advantage to private operators in rule setting, with
organizations such as the ISO being stacked with large multina-
tional corporations acting in their own interests, making them little
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more than “corporate private regimes” (Haufler, 2000, 6).
But benchmarking, like corporatization, is not inherently

neoliberal. The dominant benchmarking systems for water may be
commercial in their orientation (such AquaRating, a for-profit
proprietary scheme developed by the Inter-American Develop-
ment Bank and the International Water Association, being piloted
in Latin America (Krause et al., 2012)), but performance measure-
ment need not promote commercialization. Alternative evaluation
systems can be developed to promote more progressive compari-
sons of corporatized service operators and to democratize the
assessment process.

In other words, instead of rejecting benchmarking outright e as
some critics do e it may be possible to develop alternative evalu-
ation methods that emphasize qualitative factors such as “equity,
stabilization, and social and environmental sustainability” (Lefeber
and Vietorisz, 2007, 139e140). Some commercial performance in-
dicators should be retained to track important financial data, but
these monetized criteria should be complemented by measure-
ments that provide a deeper understanding of a utility's ‘public’
performance. To illustrate, data collection on rates of financial cost
recovery could be complemented by an analysis of how pricing in
one sector affects access and affordability in another, or the extent
to which it contributes to service cut-offs (factors that tend to be
ignored or marginalized in mainstream benchmarking frameworks
(McDonald, 2014)). The narrow focus on financial efficiency that
dominates benchmarking systems today could be converted to
broader concepts of “social efficiency”, serving to acknowledge the
importance of financial resources while at the same time revealing
the ways inwhich an agency's bottom line may actually undermine
its broader public mandates (Lefeber and Vietorisz, 2007; Spronk,
2010).

The development of alternative performance evaluation sys-
tems will not be an easy task technically or politically, particularly
given the synergistic ways in which current benchmarking systems
reinforce commercialization and the vast resources available to
mainstream benchmarking organizations with a vested interest in
promoting their models. So too will many utility operators resist
change, particularly those that have devoted resources and political
capital to adopting these benchmarking frameworks. Even man-
agers and policy makers who share the concerns outlined above
may find it difficult to change direction given the inertia of current
measurement standards and the time and energy required to shift
analytical gears. Uruguay's national water operator (OSE) is a case
in point: despite having a divisionwithin OSE that focuses on ‘social
indicators’ of water provision it agreed to field test Aquarating's
mainstream benchmarking model (although some OSE managers
acknowledge that they are uncomfortable with its framework
(Dumontier et al., 2016)).

4.3. New forms of training

A third change that could contribute to more progressive forms
of corporatization is the development of education and training
systems for employees and policy makers that disrupt neoliberal
pedagogies, particularly in countries in the South where interna-
tional financial institutions dominate the discourse and funding of
public service education. As Pollitt and Bouckaert (2011, 1) note, the
“importing and exporting of public management ideas and prac-
tices has always been greatly facilitated by international and su-
pranational bodies such as the Public Management Service of the
OECD (PUMA), the World Bank, and the European Commission.”

The World Bank has been particularly active in promoting
neoliberal corporatization in the South, as well as financing its
implementation. ONEA in Burkina Faso is one such example, as are
experiences with the corporatization of water in South Africa,
Tanzania and Zambia (Baron, 2014; Cocq, 2005; McDonald and
Ruiters, 2005; Dagdeviren, 2008; Pigeon, 2012; Smith, 2004). The
World Bank (2012) has made it clear that it sees itself as a
“knowledge bank” in this regard, “committed to remaining the
premier source of development knowledge through reports, data
and analytical tools, conferences, and the Internet” (Magdahl, 2012,
20). It actively promotes the corporatization of water services
through “strategy documents, reports, presentations, ready-made
multimedia learning modules, a toolkit and a manual for the re-
form of water services, lectures at various conferences, advisory
roles in reform processes in developing countries, etc.” In this
respect the World Bank “exerts an agenda-setting authority … by
marginalising political alternatives, disagreement and criticism”

(Magdahl, 2012, 20; see also Murphy, 2008; Williams-Elegbe,
2013). Untold millions of dollars are spent each year on training
manuals, conferences and workshops that reproduce the ideas and
practices of new public management.

Alternative training systems and ideas will not come easy,
requiring small steps and strategic interventions, including the
development of in-house training alternatives by public sector
unions. Thirty years of neoliberal public management ideologies
will not disappear overnight, but counter-hegemonic vocabularies
and pedagogies are vital if we are to shift away from the ideas and
practices of neoliberal corporatizations of the past.

5. Conclusion

With all this ambiguity, policy makers and activists can be
excused for being uncertain about how and if to adopt corporati-
zation. State-owned and -operated utilities can serve the public
interest at large but they can also behave like private companies,
serving to deepen the commercialization of essential services un-
der the banner of being public. The fact that some corporatized
agencies have managed to create integrated, equity-oriented forms
of service delivery suggests that it can be done, however, and there
is no reason that it cannot be replicated elsewhere.

The actions required for creating more progressive forms of
corporatization will vary from place to place. There is no magic
blueprint e which may be the biggest challenge of all. For decades,
policy gurus on the left and right have advanced universalistic
models of service delivery that changed little across space and time.
These meta-narratives are breaking down and fracturing along
complex ideological and organizational lines, opening up the pos-
sibility for non-neoliberal forms of corporatization that make sense
in their context.

Sharing experiences across jurisdictions will be an important
part of expanding our knowledge of ‘good’ (as opposed to ‘best’)
corporatization practices, advancing awareness of progressive
forms of utility operation and contributing to the building of a
broad international pro-public movement. Knowing more about
the potential for better forms of corporatization is a first step to-
wards their realization.
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