
strand focuses on the level of companies and particularly analyses the consequences of the share-

holder value paradigm. Finally, the third and most recent strand takes private households and their 

behavioural changes (pension systems, property market, etc.) into account, particularly from a socio-

logical and cultural science-based perspective. In this chapter, “financialisation” will be used as a ge-

neral term to refer to a phenomenon in which financial investors (and therefore the logic of financial 

markets) invest in companies, but, in contrast with the functionality of medium and long-term business 

models, they aim for a short-term maximisation of the “shareholder value” (referred to as the short-

term “rationale” of financial markets). The consequences of this shall be discussed in the following 

sections. 

 

 

The development of the nine large English water companies since the early 2000s presents a ty-

pical example for investigating financialisation at a company level associated with the idea of the 

“shareholder value” doctrine. 

After the first phase of privatisation generated a very fragmented and – ideologically justified – share-

holder democracy,14 this changed rapidly when the British government abandoned its strategic “golden 

share” in 1994 (Helm and Tindall, 2009). The English water providers were attractive acquisition tar-

gets, particularly for European and US infrastructure companies, because of their financial figures 

(high liquidity, barely any debt with high and secure revenues). The arrival of these foreign companies 

was also accompanied by a concentration process for the shareholders. 

Towards the end of the 1990s, profit prospects for the new owners began to deteriorate because of 

the change of government (New Labour) and in connection with this, the more drastic regulatory mea-

sures taken by the OFWAT regulatory authority (Schiffler, 2015). In addition, it emerged that the profit 

expectations that (energy) companies had generated in relation to the new business area were set 

too high (Hall et al., 2013). This meant that in the 2000s, a second significant shift took place for 

shareholders from infrastructure companies to financial investors (Bakker, 2003b). With appearance 

of this shift, the business models and practices changed again and shifted further towards financi-

alisation. 

Since then, most of England’s nine water companies have been controlled mainly by financial inves-

tors. Of the companies originally privatised via the stock exchange, there are now only three listed on 

the London Stock Exchange: Severn Trent Water, South West Water and United Utilities. These are 

largely controlled by financial investors. Two more companies (Wessex Water and Northumbria) be-

long to Asian infrastructure companies while the remaining four companies are each owned by special 

purpose entities. The latter were established by financial investors and three out of four are registered 

in an offshore financial centre. 

An analysis of these companies’ annual balance sheets reveals some essential aspects of financia-

lised business models (Table 17). Critically, it becomes clear that the principle of “retain and invest” 

(Lazonick and O’Sullivan, 2000), which is even more important for infrastructure companies than other 

                                                      
14 From Margaret Thatcher’s memoirs: “Privatisation (...) was fundamental to improving Britain’s economic performance. 

But for me it was also far more than that: it was one of the central means of reversing the corrosive and corrupting 

effects of socialism... Just as nationalisation was at the heart of the collectivist programme by which Labour Govern-

ments sought to remodel British society, so privatisation is at the centre of any programme of reclaiming territory for 

freedom” (Thatcher, 1993: 676). 


