
TheApplications of CG into 
SOEsandGovernment entities



Why Corporate 
Governance for SOEsand 
Government Entities?



Ensure a level-playing field for state-owned 
enterprises competing with the private sector 

ê #ÌÅÁÒÌÙ ÓÅÐÁÒÁÔÉÎÇ ÔÈÅ ÓÔÁÔÅȭÓ Ï×ÎÅÒÓÈÉÐ ÒÏÌÅ ÆÒÏÍ ÉÔÓ 
regulatory role

ê Allowing more flexibility in capital structures while making 
sure that state-owned enterprises face competitive access to 
finance



Become more informed and active shareholders

ê Simplifying the chain of accountability through centralizing 
or more effectively coordinating shareholding responsibilities 
within the state administration 

ê Reducing political interference in day-to-day management 

ê Introducing a transparent nomination process for boards, 
based on competence and skills



Empower boards

ê Clarifying their mandates and respecting their independence

ê Separating the role of Chairman and CEO and giving boards 
the power to appoint CEOs

ê 3ÙÓÔÅÍÁÔÉÃÁÌÌÙ ÍÏÎÉÔÏÒÉÎÇ ÔÈÅ ÂÏÁÒÄȭÓ ÐÅÒÆÏÒÍÁÎÃÅ



Improve transparency

ê Strengthening internal controls

ê Carrying out independent, external audits based on 
international standards

ê Disclosing any financial assistance from the state

ê Producing aggregate performance reports



How to Apply Corporate 
Governance in SOEs



Ensuring an Effective Legal and 
Regulatory Framework for SOEs

Ensure a level-playing field in 
markets where SOEsand 
private sector companies 
compete in order to avoid 

market distortions

Clear separation 
ÂÅÔ×ÅÅÎ ÓÔÁÔÅȭÓ 

ownership function 
and other functions 
specially regarding 
market regulations

Simplify and 
streamline the 

operational practices 
and the legal forms -> 
allow creditors to press 

their claims and to 
initiate insolvency 

procedures

Clear mandate by law 
for any obligation or 
responsibility that an 

SOE is required to 
take in terms of public 

service

SOEsshould not be 
exempt from the 

application of 
general laws and 

regulations

Allow for suffecient
flexibility for 

adjustments in 
capital structures of 

SOEs

SOEsshould face 
competitive 
conditions 

regarding access to 
finance.



The State Acting as an Owner

The state should act as an 
informed and active owner and 
establish a clear and consistent 
ownership policy, ensuring that 
the governance is transparent 

and accountable

Develop and issue and 
ownership policy that 

defines overall objectives, 
ÔÈÅ ÓÔÁÔÅȭÓ ÒÏÌÅȟ ÁÎÄ ÈÏ× ÔÏ 

implement ownership

Gove should not be 
involved in day-to-day 
management and allow 
them full operational 

autonomy

State should let SOEs
Board exercise their 
responsibilities and 

respect their 
independence

Exercise of ownership rights 
should be clearly identified -> 
centralization of ownership 

function

Coordinating or 
ownership committee 

should be held 
accountable to 

representative bodies 
such as the Parliament

The state as an active 
owner should exercise 
its ownership rights 

according to the legal 
structures of each 

company



Equitable Treatment of Shareholders

The SOEsshould recognize the rights 
of all shareholders and in accordance 

with applicable available international 
principles of Corporate Governance 

ensure their equitable treatment and 
equal access to corporate information

The coordinating or ownership 
entity and SOEsshould ensure 

that all shareholders are 
treated equally

SOEsshould 
observe high 

degree of 
transparency 
towards all 

shareholders

SEOsshould develop and 
active policy of 

communication and 
consultation with 

shareholders

Participation of 
minority 

shareholders in 
meetings should 

be facilitated


