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Research question

• To what extent does the structural differentiation 
of local government caused by corporatization, 
lead to cultural differentiation?



Structural differentiation - Agentification  

… a process whereby local government (as principal) starts to disaggregate
its service provision into more or less autonomous operative units or 
agencies (agents) and regulates the relationship between itself and these
units be contracts or quasi-contracts

Source: Torsteinsen and Van Genugten 2016, p. 207

… implies splitting up local government into separate organizational entities 
of which many hold their own legal personality, transforming it into a multi-
actor hybrid system or network



Corporatization 

• Moving a function from political and hierarchical line 
control within a local government authority and placing it 
into a wholly- or partly owned corporate entity

(Rephrased definition from Ferry et al. 2018, p. 477)



Cultural differentiation

• An institutionalization process, implying socialization of
members of the agentified entity and internalization of specific
values, norms, cognitions and identities, creating a unique
culture of «us» different from «them»



A simple model
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Theoretical framing

1.Institutional logics perspective (Friedland and Alford 1991; Thornton, Ocasio and 
Lounsbury 2012)

2.Conceptualizing ‘institution’ – the regulative, the normative and the cultural-cognitive
pillars (Scott 2014)

3.Categorization of hybrid types – the segmented, the segregated, the assimilated, the
blended and the blocked types (Skelcher and Smith 2015)

4.Classical social science & organizational theory: structure matters – institutionalization
(Selznick 1957) = influencing interaction (Scharp 1977) and shaping preferences and 
culture, i.e. values, norms, cognitions, identities (e.g. Cyert and March 1963; 
Schattschneider 1975; Aldrich 1999; Simon 1999; Pollitt 2007; Egeberg 2012)



Segmented & segregated hybrid types

• The segmented hybrid type:

“logics … compartmentalized within the organization” (p. 440)

• The segregated hybrid type:

“[f]unctions oriented to different logics … compartmentalized into 
separate but associated organizations” (p. 440)

Source: Skelcher and Smith 2015





Methodological approach

• Multi-case explorative study of 8 public service entities

• Case selection - technical services with same financial basis (full 
cost recovery principle, except for industrial waste): waste
management, water supply and waste water/sewage disposal

• 70 interviews, often ‘on their own ground’ – mostly cross-sectional
and perception data 

• Documents from municipalities (ownership reports and annual
reports) and municipal companies (annual reports)







Conclusion

• Corporatization triggers cultural differentiation, and faster than
expected (given the institutional inertia thesis)

• Socialization and internalization of new norms, values, cognitions
and identities (institutionalization) – ‘we’ vs. ‘them’:
✓stronger among employees than among MOC CEOs and board chairs
✓stronger among recruits from private business (case Waste AS)

• MOC employees (segregated hybrid ID) – MOC CEOs and board
chairs (more assimilated hybrid ID)

• Corporatization strengtens professional autonomy and identity

• Findings indicate that cultural differentiation increases with
increasing structural differentiation (agentification), especially with
increasing no. of owners and commercialisation


