
1



2



Á State-ownedenterprises can take various forms; those governedby Companies Act also 
called SOCs. Thetaxonomy used by the PRC is provided in the full report.
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Á¢ƘŜǎŜ ŀǊŜ ǘƘŜ ΨǘŜȄǘōƻƻƪΩ ǊŜŀǎƻƴǎ ŦƻǊ {h9ǎΣ ǊŜƭŀǘƛǾŜ ǘƻ ǘƘŜassumption that private 
ownership is the default situation. The approach may be quite different in the case of a 
country like China, where public/state ownership has been the norm. 

Á An important point, which we deal with further below, is that these are not the only 
possible roles for SOEs. In countries with governments that intervene more actively in the 
economy, there may be other/additional reasons for establishing/having SOEs.
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Á In the past, SOE oversight has mostly been conducted by Portfolio Committee on State-
Owned Enterprises and Standing Committee on Public Accounts. The current 
environment, and the PRC Reportdiscussed below, suggest a greater role for 
ŎƻƻǊŘƛƴŀǘƛƻƴ ōŜǘǿŜŜƴ tŀǊƭƛŀƳŜƴǘΩǎ ŎƻƳƳƛǘǘŜŜǎ ƻŦ CƛƴŀƴŎŜΣ !ǇǇǊƻǇǊƛŀǘƛƻƴǎΣ {ǘŀǘŜ-Owned 
Enterprises and relevant portfolio committees (e.g. Energy).
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Á Successful developmental states characterised as those that plan, coordinate and 
implement steps to achieve a vision for economic development. Doing this 
requires technical capacity and competence, an ability to establish social 
compacts, and avoiding capture by partisan interests. 

Á SOEs provide a potential lever for government to influence or direct economic activity. 
Among the expectations of SOEs that may go beyond their more traditional roles are: 
investment in economic infrastructure; promotion of industrial policy; and increasing the 
ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ƻŦ {ƻǳǘƘ !ŦǊƛŎŀΩǎ ŜŎƻƴƻƳȅ 
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Á Note that thenotion of a formal mandate arises particularly in context of the 
corporatisation of SOEs.
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Á Simplified diagramillustrates the logic behind concerns relating to non-commercial 
mandates:

1. {ǘŀƴŘŀǊŘ ΨŎƻƳƳŜǊŎƛŀƭΩ ŦŀŎǘƻǊǎ ŀŦŦŜŎǘƛƴƎ ŜƴǘŜǊǇǊƛǎŜ ŦƛƴŀƴŎŜǎ
2. Problems with finances could be caused by inefficiency (poor planning, wastage, 

overspending, corruption, etc)
3. But could also be caused, in part, by non-commercial mandates
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Á Diagram provides a rough outline of what a structuredapproach for selecting and 
financing non-commercial mandates might look like. 

Á The process beginswith political/policy decision that determines a broad mandate. 
Various practical steps are required to get this to the point of an implementable, 
affordable and funded mandate for which performance can be monitored and 
accountability ensured.
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Á The issues listed emerge from the preceding discussion and analysis.In the written 
reports (Overview and full report) they are listed at the end of each section.
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Á Thediagram shows the previous, simplified model of SOE finances (commercial aspects 
plus non-commercial mandates) extended to include state financing 
channels/mechanisms.
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Á Balance is important. If any one source of financing is inadequate it may place a greater 
burden on other sources. Alternatively, if financing from one source is excessive, it will 
limit the efficacy of any conditions attached to other sources.

Á Examples of indirect financing are government guarantees and regulated tariffs. 
Examples of direct financing are cash transfers and loans. Table 1 in the full report lists 
some advantages and disadvantages of different financing mechanisms.
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Á Rationale for competitive neutrality is that allowing SOEs advantages overprivate firms 
dulls ǘƘŜ ŜŦŦŜŎǘ ƻŦ ŎƻƳǇŜǘƛǘƛƻƴ όΨƳŀǊƪŜǘ ŘƛǎŎƛǇƭƛƴŜΩύ ŀƴŘ ǘƘŜǊŜōȅ ŀƭƭƻǿǎ ƛƴŜŦŦƛŎƛŜƴŎƛŜǎΣ 
reduces social welfare, etc

Á However, it is not clear that such considerations are necessarily the primary concern in 
developing countries or, specifically, developmental states
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Á Poorregulatory decisions are, according to the PRC, partly due to capacity problems in 
regulators themselves, but also due to unclear policy frameworks and processes.
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Á Reproducedfrom the overview report.
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