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Business techniques as an explanation of the autonomy-
performance link in corporatized entities: evidence from
Dutch Municipally owned corporations
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ABSTRACT
Public services are often corporatized with the expectation that corporat-
ization brings more business-like service delivery. However, the actual
usage of business techniques is rarely studied as a factor that influences
corporatization’s success. We study the mediating effect of business techni-
ques on the autonomy-performance link among Dutch municipally owned
corporations. We find that while the direct effect of autonomy on perform-
ance is statistically non-significant or negative, business techniques are
both directly helpful for performance in MOCs and (partially) mediate the
relationship between autonomy and performance.
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Introduction

(Semi-)autonomous delivery of public services is a complex topic in the literature on public sector
performance. While corporatization – the creation of companies for public service delivery – is a
trend, especially in local government (Aars and Ringkjøb 2011; Bergh et al. 2018; Ferry et al.
2018; Grossi and Reichard 2008; Papenfuß et al. 2018; Voorn, Van Thiel, and Van Genugten
2018), we still have not fully assessed its effects (Cambini et al. 2011; Voorn, Van Genugten, and
Van Thiel 2017). On the one hand, corporatization can bring out expert managers who can
deliver services in a more efficacious manner than bureaucracies constrained by law and domi-
nated by political interests (Bourdeaux 2007). On the other hand, political principals have diffi-
culty monitoring and regulating corporatized services to ensure achievement of public objectives
(Egeberg and Trondal 2009; Tavares and Cam~oes 2007; Voorn, Van Genugten, and Van Thiel
2017). There remains no consensus about whether corporatization is in the end harmful or bene-
ficial for public service delivery (Boardman and Vining 1989; Overman and Van Thiel 2016;
Verhoest 2005; Verhoest et al. 2010).

In the face of this uncertainty, reasons for corporatizing are often pragmatic, or based in
expectation rather than knowledge (Citroni, Lippi, and Profeti 2015; Grossi and Reichard 2008;
Tavares 2017; Tavares and Cam~oes 2007; Voorn, Van Thiel, and Van Genugten 2018). One such
expectation is that corporatization can bring more business-like public service delivery, which
might make public service delivery more effective. Yet research into whether corporatization is
beneficial has rarely studied the usage of business techniques as a mediator of the autonomy-
performance link. Consequently, we still do not know how, when, and why corporatization might
be desirable, and what role use of business techniques play in this process.
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Our aim in this article is to shed more light on the role of the use of business techniques in
corporatization. Specifically, we study the mediating effect of business techniques on the auton-
omy-performance link among municipally owned corporations (MOCs) – public service organiza-
tions operating at arm’s length from the municipal bureaucracy. We address the Netherlands’
entire population of 799 MOCs with a questionnaire exploring their autonomy, self-perceived
performance, and use of business techniques, along with background variables. We use measures
previously validated in research among agencies by the Comparative Public Organization Data
Base for Research and Analysis (COBRA) (Christensen and Laegreid 2006; Van Thiel and
Yesilkagit 2011; Verhoest, Peters, et al. 2004; Verhoest et al. 2012; Verhoest, Van Thiel, et al.
2004; Verhoest, Verschuere, et al. 2004; Wettenhall 2005; Yesilkagit and Van Thiel 2008, 2012).

We find a partial mediation effect of the use of internal business techniques on the autonomy-
performance link, indicating that (i) more frequent use of internal business techniques positively
affects performance, while (ii) yet other facets of managerial autonomy affect performance beyond
business techniques alone. We also find that not all managerial autonomy is created equal: auton-
omy in HRM helps bring about business-like service delivery, while financial autonomy prevents
it. One explanation of this could be that corporations with extensive HRM autonomy are more
likely to attract personnel from the private sector, creating a more business-like environment in
the corporation that aids performance. In line with previous research (cf. Boardman and Vining
1989; Overman and Van Thiel 2016; Verhoest 2005; Verhoest et al. 2010; Voorn, Van Genugten,
and Van Thiel 2020), we find no significant direct effect of managerial autonomy on performance
in municipally owned corporations.

We organize the remainder as follows. Section 2 describes the background of this study.
Section 3 describes the theory on managerial autonomy and business techniques, culminating in
5 hypotheses. Section 4 explains the methods utilized to test our hypotheses. Section 5 reports
our results. Section 6 discusses implications and explores potential avenues for future research.

Background: municipally owned corporations

Municipally owned corporations (MOCs) are organizations “with independent corporate status,
managed by an executive board appointed primarily by local government officials with majority
public ownership” (Voorn, Van Genugten, and Van Thiel 2017). Since the start of the century,
there has been an observable rise in the numbers and budgets of MOCs in many countries
(Bergh et al. 2018; Ferry et al. 2018; Gradus and Budding 2018; Grossi and Reichard 2008;
Papenfuß et al. 2018; Voorn, Van Thiel, and Van Genugten 2018). Understanding their perform-
ance is thus an increasing priority (Ferry et al. 2018; Voorn, Van Genugten, and Van
Thiel 2017).

MOCs can be seen as a” middle road between privatization and bureaucratic service delivery.
They allow public ownership, while introducing a measure of competition (Leavitt and Morris
2004; Voorn, Van Genugten, and Van Thiel 2019). Through corporatization, managers can be
solicited from outside the public bureaucracy, and so, competition is introduced at executive
board level, rather than at firm level (Van Genugten, Voorn, and Van Thiel 2020; Voorn, Van
Genugten, and Van Thiel 2019). This competition may be absent within the public bureaucracy,
and privatization and contracting-out may sometimes fail to bring the desired number of bidders;
MOCs can be a pragmatic alternative balancing public ownership and competitive pressures for
efficacy (Leavitt and Morris 2004; Voorn, Van Genugten, and Van Thiel 2019).

Whether MOCs constitute a more efficacious form of local public service delivery than deliv-
ery through the public bureaucracy is yet unclear (Bourdeaux 2007; Cambini et al. 2011; Da Cruz
and Marques 2011; P�erez-L�opez, Prior, and Zafra-G�omez 2015; Swarts and Warner 2014; Voorn,
Van Genugten, and Van Thiel 2017). In the absence of knowledge about effects, reasons for cor-
poratizing have primarily been pragmatic or based in expectations (Bourdeaux 2005; Citroni,
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Lippi, and Profeti 2013, 2015; Grossi and Reichard 2008; Rodrigues, Tavares, and Ara�ujo 2012;
Tavares 2017; Tavares and Cam~oes 2007). One such expectation is that corporatization can bring
more business-like public service delivery, which can make it more efficient (Overman 2016).
Corporatization can “replace politics by professionalism” (Bourdeaux 2007): MOCs can be man-
agerially involved in many business activities, including marketing, retail, research and develop-
ment, production, purchasing, and diversification practices (Krause and Van Thiel 2019; Lioukas,
Bourantas, and Papadakis 1993). Yet the usage of business techniques is rarely studied as a reason
why corporatization is more or less efficacious. Our objective in this article is to investigate
this link.

Theory

Managerial autonomy and performance

Much has been written on the relationship between managerial autonomy and performance. On
the one hand, according to public choice theory, managerial autonomy granted to experts hired
for management in arm’s length organizations can increase performance, as it distances service
delivery from the influence of politicians, who may have political incentives that discourage per-
formance-maximizing decision-making (Bourdeaux 2007). On the other hand, following princi-
pal-agent theory, this increased distance between political principals and management creates
information asymmetries that may create oversight difficulties. This, in turn, can result in
increased (performance-reducing) principal-agent problems, such as rent-seeking (Egeberg and
Trondal 2009; Tavares and Cam~oes 2007; Voorn, Van Genugten, and Van Thiel 2017). The ques-
tion whether we should expect managerial autonomy to be performance-enhancing is in the
end an empirical question, and not a theoretical one. Unfortunately, research into the effects of
corporatization is limited (Cambini et al. 2011; Torsteinsen 2019) and ambiguous (Pollitt and
Dan 2013).

For MOCs specifically, the effects of managerial autonomy on performance seem to be either
insignificant or small but positive. Torsteinsen et al. (2018) find mixed effects of autonomy on
performance of municipally owned corporations in five countries. Voorn, Van Genugten, and
Van Thiel (2020) find that the relationship between autonomy and performance in Dutch muni-
cipally owned corporations is positive but statistically insignificant. Cambini et al. (2011) and
Swarts and Warner (2014) find that corporatization leads to cost savings. P�erez-L�opez, Prior, and
Zafra-G�omez (2015) find that whether corporatization is successful depends on the sector where
it takes place. Bourdeaux (2007) finds that many corporatization projects fail, and Da Cruz and
Marques (2011) find that corporatization does not bring desired effects when autonomy is insuffi-
ciently granted. Summarizing, Voorn, Van Genugten, and Van Thiel (2017) conclude in a system-
atic literature review that MOCs have the potential to increase efficiency compared to municipal
bureaucracy, but that relatively many corporatization projects perform poorly.

Considering corporatization beyond the local level, evidence is almost exclusively limited to
the literature on “agencification”, which occurs under public law (Egeberg and Trondal 2009;
Overman and Van Thiel 2016; Van Thiel et al. 2012; Vining, Laurin, and Weimer 2015).
Verhoest (2005) finds that autonomy is performance-enhancing in Flemish public agencies in spe-
cific conditions. Overman and Van Thiel (2016) find output losses as a result of agencification in
a systematic comparison of 20 countries, and Overman (2017) finds no evidence of satisfaction
gains from agencification in a survey of 15 countries. Nelson and Nikolakis (2012) find a positive
link between autonomy and performance in state forest agencies in Australia. Vining, Laurin, and
Weimer (2015) find initial gains from autonomy among agencies in Quebec, but suggest that
these may plateau over time. Wynen et al. (2014), considering agencies in five countries, uncover
a positive effect of autonomy on innovation, but argue that result control can stifle this
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innovation. Overall, the evidence of the effects of autonomy in public service delivery is mixed
(Pollitt and Dan 2013), limited (Cambini et al. 2011), and not generalizable over multiple coun-
tries (Torsteinsen 2019).

One of the reasons why it is difficult to link managerial autonomy to performance is that man-
agerial autonomy is difficult to study. The construct ‘managerial autonomy’ encapsulates many dif-
ferent types of discretion that corporations may have. The literature identifies three types of
managerial autonomy in the public sector and among MOCs specifically (COBRA 2010; Verhoest,
Peters, et al. 2004; Verhoest, Van Thiel, et al. 2004; Voorn, Van Genugten, and Van Thiel 2017,
2020). First, strategic autonomy determines who is generally in control of outlining the longer-term
strategy and yearly targets for the corporations. Second, financial autonomy determines to what
extent the corporations have control over their budget and expenses in the short term, and over
investments in the long term. Third, HRM autonomy determines the discretion that corporations
have over HRM matters. This is often a defining feature of the autonomy of corporations, given
the relative strictness of public sector HRM rules in many countries. Yet while the literature distin-
guishes between these types of autonomy, it does not bring different expectations regarding how
these factors affect performance. All types of managerial autonomy make it more difficult for the
political principal to steer or monitor the corporation. Simultaneously, all three types of managerial
autonomy allow greater freedom for MOCs to manage service delivery in a way that is potentially
more efficient than the public bureaucracy would manage it.

Business techniques

Although it is often argued that managerial autonomy allows MOCs to perform better because
they are able to behave in a business-like manner, this mediating mechanism is rarely researched
empirically. Moreover, it is often left implicit what behaving in a business-like manner means.
This inhibits our understanding of how autonomy affects performance, as it is likely (i) that not
all facets of managerial autonomy help bring about business-like behavior and (ii) that not all
types of business-like behavior are effective in increasing performance.

One way to define business-like behavior of MOCs is to examine the mechanisms by which
they manage the internal organization – hereafter referred to as internal business techniques –
and the service delivery toward their clients – hereafter referred to as external business techni-
ques. In other words, while managerial autonomy measures what organizations can do, business
techniques are about what they actually do in practice. Examples for internal business techniques
include performance management systems, product quality standards, or multi-year planning.
Examples for external business techniques include offering additional services for pay, developing
innovative products and services, and refocusing the organization toward new target groups.

While most research on national-level agencies examines the influence of managerial auton-
omy on the adoption of internal techniques such as performance management (Verhoest et al.
2010; Verhoest and Wynen 2018; Wynen, Verhoest, and R€ubecksen 2014), some empirical
research exists on external techniques, such as developing innovative products or services, as well
(Wynen et al. 2014). The expected positive effect of managerial autonomy on the usage of these
techniques is often based on the idea that managerial flexibility allows and motivates public man-
agers to adopt techniques that are in line with the reasons for corporatization, i.e. to become
more effective. However, according to Verhoest et al. (2010), the relation between autonomy and
internal business techniques in MOCs is not merely explained by economic rationality.
Institutional mechanisms play a role as well, as business techniques provide a way to bridge infor-
mation asymmetries, which makes political principals less likely to re-internalize the service. In
this respect, Blom, Kruyen, Van Thiel et al. (2020) found that the adoption of business-like per-
sonnel systems by national-level agencies was strongly influenced by both a need to achieve legit-
imacy with their parent ministry and a need to improve service delivery. Thus, managerial
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autonomy encourages business technique usage both because of increased managerial flexibility
and because information asymmetries make managers more wanting to legitimize their auton-
omy. Building on these findings, it could be expected that, regardless of the type, managerial
autonomy in general will lead to an increased use of business techniques. Therefore, the following
hypotheses are formulated:

H1: Autonomy in Human Resource Management has a significant positive effect on the use of both internal
and external business techniques.

H2: Autonomy in financial affairs has a significant positive effect on the use of both internal and external
business techniques.

H3: An organization’s own control over target setting has a significant positive effect on the use of both
internal and external business techniques.

One main reason why internal and external business techniques have become popular in pub-
lic organizations is their hypothesized effect on performance (Pollitt and Bouckaert 2011).
Business administration scholars have consistently found that adoption of these techniques leads
to higher performance outcomes, such as productivity, quality, and efficiency (Combs et al. 2006;
Jiang et al. 2012). Although scholars have questioned if the same effects are witnessed in public
organizations (Brown 2004; Burke, Noble, and Cooper 2013), a recent meta-analysis showed that
business techniques can be equally effective in the public sector (Blom, Kruyen, Van der Heijden,
et al. 2018). Thus, based on the idea that managerial autonomy leads to an increased use of busi-
ness techniques and that these techniques are related to higher performance, the following
hypotheses are formulated:

H4: The relationship between all forms of managerial autonomy and performance are partially mediated by
the use of internal business techniques.

H5: The relationship between all forms of managerial autonomy and performance are partially mediated by
the use of external business techniques.

These hypotheses lead to the conceptual model as presented in Figure 1.

Figure 1. Conceptual model.
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Methods

Data collection

To test the hypotheses, we employed a survey carried out in February 2018 among the directors
of all Dutch MOCs. From November 2017 to January 2018, the first author systematically went
through the budgets of all 390 Dutch municipalities, which are obliged by law to list MOCs, and
included all found MOCs in a database, omitting “empty” holding companies and organizations
with no listed address. This yielded a database of 809 MOCs. Letters were sent requesting survey
participation to this entire population. 10 letters were returned indicating inability to deliver.
These MOCs were removed from the database, leaving a population of 799 MOCs.

243 of the 799 delivered surveys were returned (response rate 30.4%). 61 surveys were returned
incomplete (all under 30% completion); these were excluded. 5 more respondents suggested they
had no budget or no employees, and upon further reflection were not independent organizations
and were excluded. After listwise deletion of respondents with missing values on one or more of
the studied variables, 169 MOCs remained for analysis. We attempted to collect some information
about the whole population; unfortunately, many descriptive data were inaccessible or outdated.
However, we could compare our population and sample in sector and corporate status, and on
those counts, we find that the sample is fairly representative of the population (see Appendix A).

Survey method

We based the items for our measures (constructs) partially on earlier surveys by the EU network
‘Comparative Public Organization Data Base for Research and Analysis’ (COBRA), sent to agen-
cies and quasi-autonomous government organizations in various countries (COBRA 2010;
Verhoest et al. 2012; Verhoest, Van Thiel, et al. 2004). For the purpose of this study, the original
questions from the COBRA-questionnaire were translated from English into Dutch. It was pos-
sible to use existing Dutch translations of the COBRA-questionnaire, validated by Van Thiel and
Yesilkagit (2011), Yesilkagit and Van Thiel (2008), and Yesilkagit and Van Thiel (2012).

To ensure that our measures were applicable also at the local level, we adjusted our survey
specifically to target municipally owned corporations in terminology, and conducted a pilot study
of our survey among local government experts and former MOC directors. We also used this
pilot study to test the terminology used in the survey. Multiple changes were made based on our
findings in the pilot study, in particularly in the control variables (discussed in the next section);
our measures for managerial autonomy, business techniques, and organizational performance
were deemed also applicable at the local level by our pilot study respondents. We revisit the limi-
tation of the COBRA survey in the conclusion.

Measures

The construct managerial autonomy included the measures financial autonomy, HRM autonomy,
and strategic autonomy, validated in the original COBRA-survey (COBRA 2010). For financial
and HRM autonomy, respondents were given a list of types of autonomy they could have (8 items
for financial autonomy, 8 items for HRM autonomy), which they could answer as “yes,” “with
consent of shareholders,” or “no.” For measuring strategic autonomy, respondents were asked to
what extent they have a leading role in creating performance targets. Possible answers ranged
from 1 (The shareholders set targets) to 5 (The MOC sets targets itself).

The construct business techniques included the measures internal business techniques and
external business techniques following the original COBRA-survey (COBRA 2010). Respondents
answered questions about the extent to which they applied several business techniques (5 internal
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business techniques and 3 external techniques) on a 4-point Likert scale ranging from 1 ((almost)
never) to 4 ((almost) always).

The constructs autonomy and business techniques thus regard the presence (or absence) of
specific elements of firm behavior. Since these are objectively verifiable indicators, which do not
evoke the subjective opinion of the respondent, answers are not expected to be subject to (posi-
tive or negative) affectivity and social desirability bias. The correlation between these constructs
and the performance construct is therefore not expected to be influenced by common method
bias (see also Jakobsen and Jensen, 2015, p.14).

The construct organizational performance was measured with 9 items from the validated per-
formance scale of the COBRA-survey (COBRA 2010). The respondents answered questions about
the extent to which they perceived that their organization performed well in several areas on a
10-point scale. The questions cover various aspects of organizational performance: goal perform-
ance, process performance, personnel performance, and system performance. We emphasize that
these items are self-evaluated. However, respondents were surveyed online, and were given clear
notice that their responses were anonymized in compliance with EU-GDPR regulation, reducing
social desirability bias. Moreover, performance questions tightly focused on specific indicators of
performance, which mitigates the risk of upward reporting (Brannick et al. 2010; Meier &
O’Toole, 2013a) and limits possibilities for common source bias (Jakobsen & Jensen, 2015) by
reducing their subjectivity. We therefore do not expect substantial upward reporting for our
dependent variable. To the extent that upward reporting exists for our dependent variables, we
expect it to be uncorrelated with the independent variables, because the latter are not expected to
be subject to affectivity or social desirability bias either.

Finally, several control variables were included. The number of municipal owners was included
as a continuous variable. Whether the MOC has public and/or private shareholders was measured
using two dummy variables (“yes” or “no” for public shareholders; “yes” or “no” for private
shareholders). Furthermore, the number of employees, the size of the budget (in thousands) and
the age of the organization were included as continuous variables. To measure the impact of sec-
tor, we measured labor intensity, the extent to which organizations depend on labor measured
through the division of the square root of the number of employees over the square root of the
size of the budget, and industry, a dummy variable as to whether performance indicators primar-
ily involved the MOC’s financial results (rather than service quality). All items of the used con-
structs can be found in Appendix B.

Strategy of analysis

Our five hypotheses were tested using structural equation modeling performed in Mplus version
7.4 (Muth�en, Muth�en, and Asparouhov 2016). A two-step approach was adopted where, first, we
examined the measurement model, followed by analysis of the structural model (cf. Anderson
and Gerbing 1988). Since the measurement model included some categorical variables with
skewed answer distributions (floor and ceiling effects), we applied the Weighted Least Squares
Means and Variance-adjusted (WLSMV) estimation method. The WLSMV estimation method
does not assume normally distributed variables and provides the best option for modeling cat-
egorical data (Brown 2006). After developing the measurement model, factors for the structural
model were automatically corrected for skewedness and made continuous.

To test the measurement model, several fit measures were analyzed. In line with common
practice, the comparative fit index (CFI), Tucker-Lewis index (TLI), and root mean square of
approximation (RMSEA) were used to assess whether the model fits the data. The CFI and TLI
measures indicate fit with a threshold above .90 and excellent fit above .95. The RMSEA value
indicates good fit below .08 and excellent fit below .05 (Byrne 2012; Hu and Bentler 1999; Kline
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2010). In addition, construct reliability (C.R.) and Average Variance Extracted (AVE) were calcu-
lated to test the reliability and validity of our variables respectively.

To analyze relationships between the constructs, we developed a mediated SEM. To test media-
ting effects, we applied the “Delta method” included in Mplus. This method utilizes the Sobel
method (Sobel 1982) which is a commonly applied conservative method to test latent models
with two or more mediators (MacKinnon 2008; Taylor, MacKinnon, and Tein 2008). Since we
incorporate two mediators, this method appears the most viable to test mediation.

Results

In this section, we present the results of the study. First, we construct a measurement model of
the study’s central variables, in order to assess its measurement quality and convergent and dis-
criminant validity. Next, we report correlations. Finally, we examine our hypotheses through the
structural equation model.

Measurement model

The measurement model consisted of five latent variables – financial autonomy, HRM autonomy,
internal business techniques, external business techniques, performance – and one non-latent, sin-
gle-item variable – strategic autonomy. As these measures from the COBRA-questionnaire are
applied to MOCs for the first time, we assessed the data structure of the measurement through a
series of model comparisons (e.g. Luu 2018). As shown in Table 1, we combined several antece-
dents of performance. The results showed a good fit between the hypothesized five-factor model
and the data (CFI ¼ 0.95, TFI ¼ 0.95, RMSEA ¼ 0.05).

All items loaded significantly onto their appropriate factor. While one internal technique (steer-
ing of the organizational sub-units and lower management levels in financial and human resource
management) had a loading of only 0.41, lowering the AVE to 0.3, C.R. was good and no double
loadings were detected. To stay in line with the already validated scale, we opted to retain the item.
For external techniques, too, there was one low loading of 0.47 (extension of service delivery for
pay), lowering the AVE to 0.4, but C.R. was good. Due to the mixed reliability statistics, we chose
to retain the low scoring techniques in the factors. For all other constructs, C.R.s exceeded 0.6 and
AVEs exceeded 0.5, satisfying the rules of thumb (Fornell and Larcker 1981). Table 2 presents the
means, standard deviations (S.D.), and correlations of the studied variables.

The AVE of 3 of the 5 constructs exceeds the squared correlations between the other con-
structs, so discriminant validity is sufficiently warranted. As mentioned, the AVE of internal and
external techniques are low; lower than the squared correlation with each other. Although the
correlation between the two techniques is 0.75, the Variance Inflation Factor between the con-
structs is within the acceptable range (VIF ¼ 1.22), indicating the absence of multicollinearity
(Bowerman and O’Connell 1990). Furthermore, Cronbach alphas of both constructs are accept-
able (respectively internal a¼ 0.61, and external a¼ 0.61), and, as shown in Table 2, the fit of the
five-factor model is better than the model in which the two techniques are combined. While this
difference is marginal, it demonstrates discriminant validity. Interestingly, the techniques have

Table 1. Comparison of measurement models.

Model CFI TLI RMSEA

Hypothesized five-factor model .950 .945 .054
Four-factor model 1: Autonomy combined .929 .923 .064
Four-factor model 2: Business techniques combined .948 .944 .054
Two-factor model 1: Autonomy and business techniques combined .900 .893 .075
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higher reliabilities among semi-autonomous agencies (COBRA 2010). These findings will be dis-
cussed in the final section.

Structural equation model

We created a structural model to test our hypotheses. The structural path model is shown in
Table 3 above and without control variables, as only the control variable related to the private
shareholders has a significant relationship with performance (b¼ 0.185, p < .05).

Fit measures of the model for Table 3 indicated good fit (CFI ¼ .95, TLI ¼ .94, RMSEA ¼
0.04). Based on the findings, we can accept hypothesis 1: HRM autonomy has a significant posi-
tive effect on the use of both internal business techniques (b¼ 0.75, p < .001) and external busi-
ness techniques (b¼ 1.04, p < .001) in MOCs. In contrast, we reject hypothesis 2: financial
autonomy has a significant negative effect on the use of both internal and external business tech-
niques (respectively b ¼ �0.32, p < .001 and b ¼ �0.73, p < .001) by MOCs. We also (partially)
reject hypothesis 3. While strategic autonomy has a positive significant effect on MOCs’ usage of
internal business techniques (b¼ 0.27, p < .001), it has a (non-significant) negative effect on
MOCs’ usage of external business techniques (b ¼ �0.09, p ¼ ns).

Relating these forms of managerial autonomy and business techniques to MOCs’ performance,
we find that the usage of internal business techniques is a partial mediator between all
three forms of managerial autonomy and MOCs’ performance (hypothesis 4), as demonstrated in
Table 3. Noteworthy is that while internal business techniques mediate HRM autonomy
(b¼ 0.58, p < .001) and strategic autonomy (b¼ 0.21, p < .01) on MOCs’ performance, the total
effect on performance remains insignificant.

In contrast, hypothesis 5 should be rejected. Table 3 shows that the external business techni-
ques are non-significant partial mediators between the three forms of managerial autonomy and
performance. Thus, while internal and external business techniques have positive significant direct
effects on performance, their mediating effects between the HRM, financial, and strategic

Table 3. Structural path analyses.

Direct effects b S.E.
HRM autonomy ! Performance �1.672� .725
Financial autonomy ! Performance .974 .521
Strategic autonomy ! Performance .035 .196
Internal business techniques ! Performance .768��� .230
External business techniques ! Performance .1.105�� .503
HRM autonomy ! Internal business techniques .668��� .097
Financial autonomy ! Internal business techniques �.202�� .106
Strategic autonomy ! Internal business techniques .289��� .093
HRM autonomy ! External business techniques .983��� .108
Financial autonomy ! External business techniques �.616��� .109
Strategic autonomy ! External business techniques �.084 .106
Indirect effects b S.E.
HRM autonomy ! Internal business techniques ! Performance .577�� .211
Financial autonomy ! Internal business techniques ! Performance �.248� .125
Strategic autonomy ! Internal business techniques ! Performance .209� .098
HRM autonomy ! External business techniques ! Performance 1.151� .622
Financial autonomy ! External business techniques ! Performance �.812 .461
Strategic autonomy ! External business techniques ! Performance �.103 .141
Total effects b S.E.
HRM autonomy ! Performance .055 .094
Financial autonomy ! Performance �.085 .083
Strategic autonomy ! Performance .141 .085
�p � .05.��p � .01.���p � .001.
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autonomy of MOCs on the one hand and the performance of MOCs on the other hand are not
strong enough to positively link managerial autonomy to performance.

Discussion

Our finding that managerial autonomy has an ambiguous effect on performance in municipally
owned corporations (MOCs) is in line with the conflicting evidence found in the literature on
local corporatization (cf. Bourdeaux 2007; Cambini et al. 2011; Da Cruz and Marques 2011;
P�erez-L�opez, Prior, and Zafra-G�omez 2015; Swarts and Warner 2014; Torsteinsen et al. 2018;
Voorn, Van Genugten, and Van Thiel 2017, 2020) and on agencification (Egeberg and Trondal
2009; Nelson and Nikolakis 2012; Overman 2017; Overman and Van Thiel 2016; Van Thiel et al.
2012; Verhoest 2005; Vining, Laurin, and Weimer 2015; Wynen et al. 2014). Also in MOCs, there
might be a tradeoff between the potential efficacy gain provided by avoiding the politicization of
service delivery and the performance loss that may result from increased information asymmetries
in the steering relationship between the political principal and the corporation.

Our main contribution in this article is to show that, while the direct effect of all types of
managerial autonomy on performance is non-significant or even negative, business techniques are
both directly helpful for performance in MOCs and (partially) mediate the relationship between
managerial autonomy and performance. To the best of our knowledge, this mediating relationship
of business techniques on the autonomy-performance link in MOCs has not previously been
demonstrated in the literature. Future studies investigating the effects of corporatization should
take this mediating effect of business techniques into consideration to fully understand corporati-
zation’s effects.

For practitioners, the main message is that corporatizing public service delivery is no panacea
to improve the performance of public service delivery, and might, when no business-like service
delivery is implemented, even have a direct negative effect on the performance of public service
delivery. In fact, it is possible that corporatization is not even required, and that the introduction
of business techniques alone may be sufficient to improve performance. We suggest that corpor-
atization should not be a goal, but rather a means to introduce business techniques into public
service delivery. HRM autonomy seems to encourage the use of these business techniques. A rea-
son for this could be that corporations with larger HRM autonomy are more likely to attract per-
sonnel from the private sector.

It is important here to emphasize that we have considered the effects of these business techni-
ques on the autonomy-performance link, but introducing such business techniques may have
other consequences for MOCs. For instance, business techniques may or may not negatively affect
accountability, may or may not erode the “democratic nature” of public service provision, and
may or may not make political steering and governance more difficult. Further research should
look into the effects of business techniques on the “stewardship” and governance of MOCs.

A few additional limitations of this study should be addressed. First, many business techniques
are possible, and our selection, following COBRA research, is plausibly incomplete. This is not a
strong limitation, as it is plausible that the mediating effect of business techniques on the auton-
omy-performance link becomes stronger if more business techniques are added, but we had no
strong methodological reason for doing so. The same is true for performance measures: adding
other performance measures may affect outcomes, but we decided to retain the performance
measures from the COBRA survey. Next, factor loadings of the measures of the COBRA-survey
remained sufficient at the lower government level among MOCs, but did lose some strength. The
COBRA-survey thus seems applicable at the local level among MOCs, which we tried to ensure
through our pilot study, but it does not transfer fully. Next, our sample size was moderately
small, but we still found significance, and our sample size is similar to other research among
MOCs (Krause and Van Thiel 2019) and cannot be improved by virtue of the small populations
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of MOCs. Nonetheless, if our respondents are not fully representative of the population, there
may be non-response bias in our findings, and we cannot prove the nonexistence of this bias.
Finally, this study used self-reported measures, which may be subject to desirability bias, although
this was mitigated by using very specific (and in the case of our independent variables objectively
verifiable) indicators and informing our respondents clearly of the anonymity of their responses
following EU GDPR regulation. We note that even if common-method bias increases the likeli-
hood of false positives (see Meier & O’Toole, 2013b, 447), nearly all our findings remain signifi-
cant under very conservative p-values.

Overall, we found evidence that the introduction of business-like service delivery is critical for
making corporatization work effectively, and that autonomy in human resources helps create an
environment where such business-like service delivery flourishes. We encourage academics to
take into account business techniques’ mediating effect on the autonomy-performance link for
corporatization, and encourage practitioners to account for the fact that corporatization may not
drive performance by itself, but requires active policy to induce business-like delivery of public
services. In addition, it might be fruitful to study in the future if corporatization is required to
induce business techniques in public service delivery.
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Appendix A. Population and sample

Population (799) % Sample (177) %

Corporate status
Corporation 279 34.9 55 31.1
Foundation 189 23.7 38 21.5
Public-law organization 309 38.7 82 46.3
Other 22 2.8 2 1.1
Sector
Economy & Housing 158 19.8 27 15.3
Education & Culture 121 15.1 18 10.2
Finance & General 67 8.4 11 6.2
Infrastructure & Refuse collection 132 16.6 25 14.1
Nature & Agriculture 64 8.0 24 13.6
Security & Health 78 9.8 18 10.2
Social Affairs & Employment 117 14.6 37 20.9
Sports & Recreation 61 7.6 17 9.6
Website presence 688 86.1 164 92.6
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Appendix B. Measurement scales

1 HRM autonomy
Does your organization have control over:
� Labor agreements
� Hiring external staff
� Way of appointing personnel for groups of staff
� Conditions for promotions for groups of staff
� Appointment of new employees
� Discharging/dismissing employees
� The level of salaries for groups of staff
� Hiring temporary staff
2 Financial autonomy
Does your organization have control over:
� Purchasing ICT services
� Purchasing material
� Setting tariffs for services or products
� Investments
� Shifting between the budgets of different years
� Taking out loans
� Shifting between the budgets for personnel or running costs and investments
� Participation in private law legal persons
3 Internal business techniques
Does your organization do any of the following:
� Internal steering of lower management on objectives and results
� Extended internal management autonomy of lower management levels concerning financial and human

resource management.
� Quality standards for production/service delivery
� Planning over the years in the form of a multi-year plan or business plan
� Internal reporting and evaluation system to enable the governing board and the management to assess with regard to

set objectives
4 External business techniques
Does your organization do any of the following:
� Extension of service delivery for pay
� Development of innovative products and services
� Restructuring of internal processes to market, product, or target group
5 Performance
How do you rate your organization on the following:
� Effectiveness
� Efficiency
� Flexibility of the organization
� Internal cohesion
� Quality
� Motivation
� Stability of the organization
� Satisfaction of staff
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