
 

 
 

With the support of Government of Korea 
 
 
 
 

Co-organised with: 
Korea Institute of Public Finance (KIPF) 

Vietnam Institute for Development Strategies (VIDS)
Korea Development Institute (KDI) 

 

The 8th Meeting of the Asia Network on Corporate 
Governance of State-Owned Enterprises 

Part 1: Annual Asia SOE Network Meeting 

16-17 November 2015 

Hanoi, Viet Nam 

Sheraton Hanoi 
 
 
 

  



 

 
 

With the support of Government of Korea 
 
 
 
 

Co-organised with: 
Korea Institute of Public Finance (KIPF) 

Vietnam Institute for Development Strategies (VIDS)
Korea Development Institute (KDI) 

 

Session 1: Good practices and best practices: an evolving 
consensus in OECD and Asia? 

Part 1: Annual Asia SOE Network Meeting 

16-17 November 2015 

Hanoi, Viet Nam 

Sheraton Hanoi 
 
 
 

  



Hans Christiansen  

Senior Economist  

Working Party on State Ownership and Privatisation Practices 

Corporate Affair Division, OECD 

 

 

OECD GUIDELINES ON CORPORATE GOVERNANCE OF 

STATE-OWNED ENTERPRISES:  THE INSTRUMENT AND 

ITS  2015 REVISION 
 



The OECD Guidelines on Corporate Governance of State-Owned 

Enterprises 

• In some OECD countries, and most emerging economies, the State is the largest 

single enterprise owner. Corporate inefficiencies would have major fiscal, 

macroeconomic and structural impact.   

• Privatisation is often not an option. Moreover, the OECD takes the position that state-

owned enterprises (SOEs) can be operated as efficiently as private firms.  

   

Why is there a need for Guidelines?  

How were the Guidelines developed?  

• The Guidelines were first published in 2005. They were fundamentally revised in 

2015.  

 

• All OECD member countries participated in the revision process. So did 29 other 

countries, as well as representatives of business, trade unions, civil society and 

academia. 
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The OECD Guidelines on Corporate Governance of State-Owned 

Enterprises 

• An OECD instrument. All OECD countries must associate themselves with the 

recommendations laid down in the Guidelines. Newcomers to OECD must demonstrate 

that they can credibly do so.  

 

• Addressed to the SOE ownership. The Guidelines makes recommendations to policy 

makers and public officials responsible for exercising the ownership of enterprises. 

 

• Non-binding. No government or SOE is in any given situation legally obliged to follow the 

Guidelines.  

 

• Not limited to OECD members. Any country can, following a review of its national SOE 

sector, become an adherent to the Guidelines and participate fully in OECD’s work on 

SOEs.  

 

What is the status of the Guidelines?   
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The OECD Guidelines on Corporate Governance of State-Owned 

Enterprises 

• The general public is the ultimate owner of SOEs. The Guidelines are based on, 

and complementary to, the OECD Principles of Corporate Governance, which apply 

to exchange-listed companies. The idea is that SOEs should be as accountable to 

the general public as listed enterprises should be to their shareholders.   

 

• Setting a high level of aspiration. The Guidelines establish a high bar for good 

practices. They are designed to serve as a lodestar for reform – not establish 

minimum standards. Not many countries have fully implemented the Guidelines, but 

ongoing SOE reform is almost always consistent with the Guidelines.    

The Guidelines embody a shared vision:   
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The OECD Guidelines on Corporate Governance of State-Owned 

Enterprises 

• A rules-based environment. SOEs should be subject to the same rules and 
regulations as other enterprises. They should compete on a level playing field with 
private enterprises and not distort competition.  

• Reinforcing the ownership function. The state administration should exercise SOE 
ownership on a whole-of-government basis. The state ownership function should be 
separate from the regulatory function to avoid conflicts of interest.  

• Equitable treatment of shareholders. The state should not have any undue 
advantages over other investors in SOEs.  

• Transparency and disclosure. SOEs’ objectives and performance should be disclosed 
and reviewed.  

• Stakeholder relationship. SOEs and their owners should treat employees, creditors 
and affected communities fairly and equitably. 

• Boards of directors. The boards are the SOEs’ highest decision-making bodies. They 
should exercise their powers free of political interference.     

 

Main priorities in the Guidelines:  
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The OECD Guidelines on Corporate Governance of State-Owned 

Enterprises 

Independent 

regulation 

The “OECD model” implies:  

• The ownership of SOEs is separated from regulation 

• Each ownership decision should be taken at the appropriate level 

 

 

Government 

• Sets ownership policy 
• Coordinates at cabinet level  

 

Ownership function 

• Defines objectives for individual SOEs 
• Monitors performance 

 

SOE board 

• Approves strategy 
• Monitors management 

 

Management 

• Runs the company 
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The 2015 Revision of the Guidelines  

 

• A new introductory section on “Applicability and Definitions” 

 

• A new chapter on defining and communicating the rationales for state 

ownership of enterprises 

 

• A revamped chapter on SOEs operating in the marketplace.  

 

The new Guidelines embody a multitude of change, based on the experiences 

learned over the previous decade. The three most fundamental changes to the 

document are the following:  

Further details on individual chapters are provided on the following pages 
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The 2015 Revision of the Guidelines  

• Defining an SOE. An SOE is any corporate entity recognised by national law as an 
enterprise, and in which the state exercises ownership.    

  

• Ownership and control. The Guidelines are applicable to enterprises under the 
control of the state, either through majority ownership or other measures that confer a 
large degree of influence.  

 

• Commercial orientation. The Guidelines apply to all SOEs that pursue “economic 
activities”, which involves offering goods or services on a given market and which 
could, at least in principle, be carried out by a private operator to make profits.  

 

• Levels of government. Authorities responsible for enterprises held at the sub-
national levels of government should implement as many of the Guidelines as 
applicable.   

 

 

 

 

 

A new introductory section on “Applicability and Definitions”  
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The 2015 Revision of the Guidelines  

• Developing an ownership policy. Builds on the previous version of the Guidelines 

that called on governments to issue an ownership policy that defines the objectives of 

state ownership and outlines the state’s role in the corporate governance of SOEs.  

 

• The overall rationales for state ownership. Puts forward that the purpose of state 

ownership should be to maximise value for society, through an efficient allocation of 

resources. It is up to national governments to determine the rationales for state 

ownership, but whatever they are, they should be clearly evaluated and disclosed to 

the general public.  

 

• Enterprise-specific rationales. Calls for governments to also define the rationales 

for owning individual SOEs and subject these to recurrent review. Any public policy 

objectives placed on SOEs should be clearly mandated and disclosed.  

A new chapter on defining and communicating the rationales for 

state ownership of enterprises 
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The 2015 Revision of the Guidelines  

• Legal and regulatory framework. Builds on previous text calling for the legal and 

regulatory framework to ensure a “level playing field” when SOEs compete with 

private enterprises. SOEs should not be exempt from general laws and regulations.  

 

• Market consistent financing. Explicitly calls for SOEs’ economic activities to face 

market consistent conditions on debt and equity financing – whether it is provided by 

the state or the commercial marketplace – and to achieve rates of return consistent 

with competing private enterprises. SOEs should not receive any indirect support 

from the state or other SOEs that confers an undue competitive advantage (e.g. 

production inputs, tax arrears or preferential trade credits) 

 

• Non-discriminatory public procurement. Highlights that when SOEs engage in 

public procurement – whether as bidders or procurers – the procedures involved 

should be competitive, non-discriminatory and transparent. 

A revamped chapter entitled “SOEs in the marketplace”  
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The 2015 Revision of the Guidelines  

• Greater attention to responsible business conduct by SOEs, in line with the 

standards that governments encourage private enterprises to implement through the 

OECD Guidelines on Multinational Enterprises.  

• Broadened scope of the board’s risk management duties, going beyond operational 

and financial risk to include risks related to human rights, labour, environmental and 

tax-related issues. 

• An explicit recommendation to eliminate political donations by SOEs, or to use 

SOEs to achieve partisan political goals, given the inherent conflicts of interest 

involved.  

• A call to ensure that when SOEs engage in public-private partnerships, care is 

taken to respect partners’ contractual rights and to monitor and manage related fiscal 

risks for the government.  

• More detailed disclosure standards, reflecting the best practice of the updated 

OECD Principles of Corporate Governance.  

Other material changes of note 
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The OECD Guidelines on Corporate Governance of State-Owned 

Enterprises: An overview of the seven chapters 

I. Rationales for state ownership 

 

II. The state’s role as owner 

 

III. State-owned enterprises in the marketplace 

 

IV. Equitable treatment of shareholders and 

other investors 

 

V. Stakeholder relations and responsible 

business 

 

VI. Disclosure and transparency 

 

VII. The responsibilities of the boards of state-

owned enterprises 
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Resources and contacts 

 
 

 

For more information on OECD work on state-owned enterprises, please visit:  

 http://www.oecd.org/daf/ca/soemarket.htm  

 

Questions can be addressed to: 

StateOwnedEnterprises@oecd.org  
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    According to Section 2(45) of the Companies Act, 

2013 a Government company means any company in 

which not less than 51% of the paid-up share capital 

is held by the Central Government, or by any State 

Government or Governments, or partly by the 

Central Government and partly by one or more State 

Governments and includes a company which is a 

subsidiary company of such a Government company 
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Definition  of  Central  Public  Sector Enterprises  
( CPSE’S) /  SOE’S in India 



CPSEs – An Overview 
 

• Total No. of CPSEs   290 

• Operational CPSEs  234 

• Turnover  Rs. 20.61 lakh cr. 

• Overall Net Profit  Rs. 1.29 lakh cr. 

• Net Profit of Profit making CPSEs (163) Rs. 1.49 lakh cr. 

• Net loss of Loss making CPSEs (71) Rs. 20,055 cr. 

• Contribution to the Exchequer  Rs. 2.2 lakh cr. 

• Total No of Employees in CPSEs   13.51 Lakhs 

 

Note: All figures are as on 31.03.2014 
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Growth of CPSEs in Five year Plans 



Investment in CPSEs in Five Year Plans (Rs. Crores) 
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Sector 2013-14 

Agriculture -31.02 

Mining 3.98 

Manufacturing 6.48 

Electricity 11.01 

Services 3.81 

All CPSEs 5.96 

Sector wise Growth in Gross    
Revenue(Turnover) (2013-14)                                                

(In % age) 
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Pattern of investment in terms of Gross Block 
(2012-13 and 2013-14) 

(Rs. in crore) 

  

  

  Investment in terms of Gross 

Block 

Growth rate 

over 

the previous 

year 

Gross Block 

as % 

of Total as 

on 

31.3.2014 

S. No. Sector 2013-14 2012-13 

1 Agriculture 871.02 920.99 -5.43 0.05 

2 Electricity 468197.18 403560.56 16.02 26.64 

3 Manufacturing 484668.16 430840.43 12.49 27.58 

4 Mining 469992.59 388124.76 21.09 26.74 

5 Services 308992.77 313210.49 -1.35 17.58 

6 Under 
Construction 

24728.45 18918.06 30.71 1.41 

  TOTAL  1757450.17 1555575.29 12.98 100 
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Sl. No. CPSE Name Net Profit % share in total net 

profit 

(1) (2) (3) (4) 

1 Oil & Natural Gas Corporation Ltd. 22094.81 14.81 

2 Coal India Ltd. 15008.54 10.06 

3 NTPC Ltd. 10974.74 7.36 

4 Indian Oil Corporation Ltd. 7019.09 4.71 

5 NMDC Ltd. 6420.08 4.30 

6 Power Finance Corporation Ltd. 5417.75 3.63 

7 South Eastern Coalfields Ltd. 4772.30 3.20 

8 Rural Electrification Corpn. Ltd. 4683.70 3.14 

9 Power Grid Corporation of India Ltd. 4497.42 3.02 

10 ONGC Videsh Ltd. 4445.32 2.98 

Total (1 to10)  85333.75 57.21 

Net Profit of Profit making CPSEs 149164.21 - 

                     Top Ten Profit Making CPSEs  (2013-14) 
                                                                                            

(Rs.in crore) 



Top Ten Loss making Companies                                                                        
( Rs. in Crore) 
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S. No. CPSE Name Net Loss % share in total 

net loss 

(1) (2) (3) (4) 

1 Bharat Sanchar Nigam Ltd. -7019.76 35.00 

2 Air India Ltd. -5388.82 26.87 

3 Hindustan Photo Films Manufacturing Co. 

Ltd. 

-1560.59 7.78 

4 Hindustan Cables Ltd. -885.05 4.41 

5 State Trading Corpn. of India Ltd. -492.20 2.45 

6 Hindustan Fertilizer Corpn. Ltd. -380.50 1.90 

7 STCL  Ltd. -352.52 1.76 

8 I T I  Ltd. -344.26 1.72 

9 Chennai Petroleum Corporation Ltd. -303.85 1.52 

10 Shipping Corporation of India Ltd. -274.66 1.37 

Total (1 to 10)  -17002.21 84.78 

Net loss of loss making CPSEs: -20055.20 100.00 



Categorization of CPSEs 

• CPSEs are categorized into 4 Schedules, namely 
‘A’, ‘B’, ‘C’ and ‘D’ on basis of quantitative 
(Investment, Net Sales, Profit before Tax, etc.) 
and qualitative (strategic  importance, level of 
technology etc.) parameters; other factors (share 
price etc.); and comparison with other CPSEs.  

• 64 Schedule ‘A’, 68 Schedule ‘B’, 46 Schedule ‘C’ 
and 4 Schedule ‘D’ CPSEs. 
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Criteria for Categorisation of CPSEs 

Quantitative Parameters  

Investment, Capital employed, Net sales, Profit before Tax, Number 
of employees and units, Capacity Addition, Revenue per employee, 
Sales/Capital Employed, Capacity utilization, Value added per 
employee 

Qualitative Parameters  

National importance, Complexities of problems being faced by the 
company, Level of technology, Prospects for expansion and 
diversification of activities, Competition from other sectors  

Other Factors  

Critical strategic importance, Share price, MOU ratings, ISO 
certification, Maharatna/Navratna/Miniratna status  
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Empowerment of CPSEs 

• Maharatna and Navratna status is granted on the 
basis* of recommendations of Inter-Ministerial 
Committee, Apex Committee (headed by Cabinet 
Secretary) and approval of Minister (HI&PE) 

• Administrative Ministry competent to grant/divest 
Miniratna status to CPSEs 

• Delegation of powers to Boards for capital 
investment, technology joint ventures, organizational 
restructuring etc.  

• 7 Maharatna, 17 Navratna, 54 Miniratna-I, 18 
Miniratna-II CPSEs 
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Criteria for grant of Maharatna, Navratna and 
Miniratna Status 

Maharatna  
•Listed Navratna CPSE 

•Average Annual turnover more than Rs. 25,000 Crore for last 3 years 

•Average net worth of more than 15,000 Crore for last 3 years 

•Average net profit of more than Rs. 5,000 Crore for last 3 years 

•Significant global / international operations 

Navratna  
•Miniratna category- I, Schedule ‘A’ 

•Excellent/Very good rating in at least 3 out of 5 last MoUs 

•Minimum of 60 marks (out of 100) in 6 performance parameters 

Miniratna  
•CPSEs making profits for 3 years continuously with positive net worth 

•CPSEs which have pre-tax profit of Rs 30 crore or more in at least one of the 
previous three years eligible for Category – I status 20 
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Comparative chart of delegated powers 
Item Maharatna Navratrna Miniratna  I Miniratna II 

Capital expenditure  No monetary ceiling Same as Maharatna <= Rs.500 crore <= Rs.250 crore 

Investment in 
JVs/subsidiaries 

India or abroad  
Rs. 5,000 crore.  

India or abroad  
Rs.1,000 crore  

India only  
Rs.500 crore  

India only  
to Rs.250 crore  

Acquire raw material 
assets abroad 

Rs. 5,000 crore.  
40% of NW 

Rs.3,000 crore  
40% of NW 

No No 

Tech. JV/SA Yes Yes Yes Yes 

Create below Board level 
posts 

Upto E-9 level Upto E-6 level No No 
  
  

Organizational 
restructuring 

Yes Yes No No 

Matters of below Board 
level posts  

Yes Yes 
  

Yes Yes 

HRD policy Yes Yes Yes Yes 

Raise debt Yes Yes No No 

Mergers & Acquisitions Yes Yes Yes Yes 

Foreign tours of FDs Yes Yes Yes Yes 

Transfer assets, float 
fresh equity and divest 
shareholding in 
subsidiaries  

Yes Yes Yes Yes 



Public Enterprises Survey 

• Survey is a Consolidated Report on the   
performance of all CPSEs presented to the 
Parliament annually, starting 1960, in 
compliance with recommendations of the 
Estimates Committee (73rd Report) 

• Survey for 2013-14 laid in both the Houses 
of Parliament on 26th February, 2015 
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Corporate Social Responsibility (CSR)  
& Sustainability  

• CSR Guidelines were first issued by DPE in 2010 

• CPSEs have been undertaking CSR activities even prior 
to this 

• Under the New Companies Act, 2013, CSR mandatory 
for all companies 

• CSR Rules have also been notified by Ministry of 
Corporate Affairs 

• DPE issued guidelines on CSR & Sustainability in 
October, 2014 
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Revival and Restructuring of  
Sick/Loss making CPSEs 

• There were 65 sick CPSEs as on 31.3.2014 

• Board for Reconstruction of Public Sector Enterprises 
recommended revival of 58 CPSEs and closure of 6 
CPSEs 

• Govt. approved revival of 46 CPSEs and closure of 9 
CPSEs 

• Total assistance approved was Rs. 41,140 Crore (cash 
assistance of Rs.11,135 Crore and non-cash assistance 
of Rs.30,005 Crore) 
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Bureau of Public Enterprises   

• BPE (Bureau of Public Enterprises)  
established in 1965 in Ministry of Finance on 
recommendation of 52nd Report of the 
Estimates Committee of 3rd Lok Sabha (1962-
67) 

• BPE made a part of Ministry of Industry in 
1985  

• Full fledged Department in 1990 
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Department of Public Enterprises (DPE) 

• DPE as a nodal agency for all CPSEs and formulates 
policy for their functioning 

• It lays down policy guidelines on performance 
improvement and evaluation, autonomy & financial 
delegation and personnel management 

• Collects, evaluates , maintains information on PSEs  

• Coordination of policy of non-financial nature  

• Memorandum of Understanding mechanism of 
improving  performance of PSE’s 

• Permanent Machinery of Arbitration for PSE’s 

• Counseling, training and rehabilitation of rationalized 
employees under Voluntary Retirement 
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Counseling, Retraining and  Redeployment 
(CRR) Scheme 

27 

• Providing counseling, retraining and redeployment to  
separated employees of CPSEs, since 2001-02 

• Separated employees are imparted short-duration 
training of 30/45/60 days with specified expenditure 
norms 

• From 2007 training of one dependent in lieu of VRS 
optees allowed 

• 2001-02 to 2013-14 about 1,84,000 VRS optees trained 

• Nodal agencies are selected by inviting Expression of 
Interests (EoI) through advertisement 

• List of beneficiaries of the Scheme with details is 
uploaded on quarterly basis on CRR Portal  



Scheme of Research, Development and 
Consultancies on Generic issues of CPSEs  

 Introduced in 2007-08 and is being implemented since 
2008-09 

Activities include: 

• Organizing conferences, seminars and workshops on 
generic issues of CPSEs 

• Undertaking thematic studies, consultancies and other 
activities aimed at strengthening the implementation of 
MoU system 

• Incentivizing best practices through grant of 
awards/incentives to PSEs and promoting knowledge 
exchange 
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Scheme of Skill Development Training Programs 
(SDP) to executives/employees of SLPEs 

• Scheme of Skill Development Training Program (SDP) 
for executives/ employees of State Level Public 
Enterprises (SLPEs)  operationalized  in 2012-13 

• Objective is to impart training to the personnel of 
SLPEs for improving their knowledge/skills and 
increasing their efficiency, profitability and overall 
performance. 

• Training programmes are organized for executives and 
employees in SLPEs through premier management 
institutes 
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Permanent Machinery of Arbitration (PMA)  

 
• PMA established in DPE in 1989 

• Mechanism to settle commercial disputes 
between CPSEs and also between CPSEs and 
Govt. Departments/organizations (Except tax 
matters and Indian Railways) 

• Arbitration and Conciliation Act 1996 is not 
applicable and lawyers are not permitted 

• Appeal against orders of PMA before Law 
Secretary 
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Structure 

 Existing GLCs/SOEs in Malaysia 

 Reform Agenda of GLCs 

 Case Study: 1MDB & Pembinaan PFI as SOEs 

 Challenges related to SOEs and governance & the OECD guidelines 

 Way forward 
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SOEs in Malaysia 
Existing SOEs in Malaysia 

 SOEs or referred to as GLCs in Malaysia can be owned by the Federal Government through various 

investment vehicles (known as Government Linked Investment Companies) and also through the 

ministries. There are 7 GLICs namely;  

 Khazanah Nasional, PNB, KWSP, KWAP, MoF Inc, LTAT, LTH 

 

Ownership Number of SOE/GLC 

Khazanah Nasional 75 (As of Sept 2015) 

Permodalan Nasional Berhad (PNB) 13 

Ministry of Finance Incorporated (MoF Inc) 106 (As of 2013) 
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SOEs in Malaysia 
GLCs’ control of the economy 

 In 2005 - at the start of GLC Transformation Programme - GLCs employed an estimated 5% of the 
national workforce and account for approximately 36% and 54% respectively of the market 
capitalisation of Bursa Malaysia and the benchmark Kuala Lumpur Composite Index. 

 

 In 2011, GLCs’ market capitalisation of KLCI went down to 43.7% but went up to 47.1% as of Dec 
2014. Market cap grew almost three times between 2004 and 2015 (RM431b in April 2015).  

 

 GLICs’ aggregate stake in 30 GLC stocks in the KLCI has edged lower since 2011 from 25.6% to 
24.7%. But, by looking at companies individually, some companies have seen the stake of GLICs 
increasing.  

 

 In 2015, Putrajaya said the top 20 GLCs or G20 have boosted their international and regional 
presence in over 42 countries, now gaining 34 per cent of its revenue from abroad instead of 28 
per cent in 2004.  
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SOEs in Malaysia 
Main functions of SOEs 

 Play an important role in the development of national economy 

 GLCs become the medium to spearhead government policies ie the Bumiputera Empowerment 

Agenda 

 Supports nation building initiatives like the Government and Economic Transformation Programmes 

 Provides employment and promotes inclusivity in gender, ethnicity, age  

 Delivers on major infrastructure projects  

 GLCs invest at a higher rate than private companies due to their superior reserves and 

political connections, which give them added leverage and privilege. This increases 

domestic investments. (But it also causes crowd-out effect upon private investments). 

 Allows easy intervention by the Government in the market to stimulate the market (in times of 

economic downturn). 
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Reform Agenda of GLCs 
Khazanah Nasional 

 Khazanah which used to be a passive investment holding company of the Fed Govt, has been 
given a more active since 2004 (under the GLC Transformation Programme) to revamp corporate 
governance in GLCs and bring in profits. 

 Why GLCT Programme? Out of the 15 largest GLCs, which made up 65% of the market 
capitalisation of all listed GLCs, only seven created economic profit in FY2004. 

 GLCT’s 3 principles:  

  i. National development foundation 

  ii. Performance focus 

  iii. Governance, shareholder value and stakeholder management 

 GLCT is a 10-year (four phase) long-term programme to restructure and bring good governance 
in GLCs. June 2015 marked the completion of the fourth phase (thus, the graduation of the GLCs). 
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Reform Agenda of GLCs 
Khazanah Nasional 
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Reform Agenda of GLCs 
Pemandu 

 Performance Management and Delivery Unit (Pemandu) has a different vision compared to 
Khazanah. In 2011, Pemandu made clear of its plan to divest Govt’s stake in the GLCs.  

 The target was to pare down 5 companies, list 7 companies through IPOs and outright sale of 21 
companies (in total 33 companies). Pos Malaysia was the first to be divested and as of Dec 
2014, 32 companies have been divested.  

 This achievement is in tandem with the second Strategic Reform Initiative (reducing Govt stake 
in business). 

 GLICs’ aggregate stake in 30 GLC stocks in the KLCI has edged lower since 2011 from 25.6% to 
24.7% in 2014. But, by looking at companies individually, some companies have seen the stake 
of GLICs increasing.  

 It is worth noting that their overall ownership of the KLCI has increased from 43.7% to 47.1%. 

 Total GLCs’ acquisition value of RM51.7bn dwarfs the disposals of RM29.5bn. 
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Reform Agenda of GLCs 
Economic contributions 

 Contribution to national economy (2005-2015) - RM153.9 billion in domestic investment 

            - RM108.3 billion in total dividends 

            - RM63.5 billion in total taxes. 

 A total of 225,050 Malaysians have also benefited from employment as of 2014. 
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Reform Agenda of GLCs 
Good governance measures 

 G20 represented half of the Top 10 constituents on the FTSE4Good Bursa Index, which 

recognises Malaysian companies with remarkable corporate responsibility practices. Out of 

top 200 companies in Bursa Malaysia, only 28 were chosen to be in the index. 

 Khazanah’s accounts are audited by an independent external auditor as well as the Auditor 

General’s Office, and the audited financial statements are submitted to the Companies 

Commission of Malaysia. Key info is also shared to the Parliament’s Public Accounts 

Committee.  

 Initiatives on the Corporate Integrity Pledge (Transparency International) and training on anti-

bribery and anti-corruption within GLCs.  
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1MDB: The Fiasco 

 1Malaysia Development Berhad is a wholly-owned SOE by the Ministry of Finance to “drive 
strategic initiatives for long-term economic development for the country”.  

 Prime Minister, Head of Treasury and Chief Secretary sit on Board of Advisers.  

 In 2015, 1MDB recorded a total of RM42 billion losses 

 Of the RM42 billion loans, RM18 billion was used to buy power plants (two of which were 
nearing their license expiration and purchased above market price, in addition to covering 
their unpaid loans).   

 One of the power plants was sold by Genting Berhad. Later, Genting’s unit Genting 
Plantations donated USD10 million to Yayasan Rakyat 1Malaysia, a charity foundation.  

 1MDB also purchased several plots of government-owned land below market value and 
later sold them at market value.  

 There have also been questions on 1MDB’s overseas investments.  
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PPFI: The mysterious  

 Pembinaan PFI Sdn Bhd is a wholly-owned SOE by the Ministry of Finance  

 Set up as a special-purpose vehicle aimed at “acquiring capital to fund 
development projects and programmes identified by the government”.  

 At the end of 2012, PPFI had the third highest liabilities among all GLCs.  

 In seven years, PPFI racked up debts of RM26.6 billion.  

 Parliamentary Public Accounts Committee found that PPFI exists as a vehicle for 
government to carry out off-budget expenditure. (Therefore any expenditure or 
allocations for projects are not taken into account when calculating country’s 
deficit)  

 Government leased federal land to PPFI at a “nominal fee” and rented back the 
same land from PPFI.  

 Auditor-General found that PPFI projects were not on schedule, had 
unsatisfactory construction quality and weak monitoring and did not follow 
specifications.  
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Challenges related to SOEs and Governance 

in Malaysia & OECD Guidelines 

 A rules-based environment 

 Not subject to the same rules and regulations 

 SOEs receiving better rates of financing and government guarantees 

 Reinforcing the ownership function  

 Unclear separation between ownership and regulatory functions  

 Questionable decision-making process (SOEs under undue political influence)  

 Equitable treatment of shareholders  

 Alleged US700m paid from a bank in Singapore into a Malaysian account in Prime 

Minister’s name in March 2013 (two months before the general elections)  
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Challenges related to SOEs and Governance 

in Malaysia & OECD Guidelines 

 Transparency and disclosure  

 1MDB failed to file its accounts on time; “given permission by the companies 

regulator to miss the September 30 deadline”  

 Unclear as to whether its auditor Deloitte has even begun work  

 Subsidiaries seeking extension to deadlines for “further clarifications” and input from 

“additional third-party documents” 

 Some SOEs being used to carry out off-budget expenditure.  

 Boards of directors 

 Conflict of interest in positions held  

 Unclear as to degree of political influence  
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Way Forward: SOEs in the TPPA 

 SOEs in the Trans Pacific Partnership Agreement (TPPA)  

 “To ensure level playing field between SOEs and private entities that 

compete in the market”  

 Applies to any SOEs  

Principally engaged in commercial activities 

State owns more than 50% of the share capital 

Control through ownership interest exercise of more than 50% of voting 

rights 

Holds power to appoint majority of members of board of directors  
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Way Forward: SOEs in the TPPA 

 Some key obligations: 

 Government to ensure SOEs act in accordance with commercial 

considerations/non-discriminatory manner in its purchase or sale of 

goods and services  

 Government/SOE not to cause adverse effect to the interest of another 

party through the use of non-commercial assistance to another SOE 

 Government to provide its courts with jurisdiction for civil claims against a 

foreign SOE and administrative bodies should exercise regulatory 

functions in an impartial manner  
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Way Forward: SOEs in the TPPA 

 Malaysian-specific flexibilities:  

 Preferences for purchase by SOEs up to 40% in pursuance of Bumiputera 

Affirmative Action/SMEs/ Sabah and Sarawak  

 SOEs owned by sub-central governments  

 Khazanah Nasional: non-applicability of Dispute Settlement Mechanism 

for 2 years  

 Petronas: preference for domestic suppliers till 40% of annual budget for 

upstream; sales to receive non-commercial assistance for specific 

projects 

 Felda Global Ventures – preference to purchase of goods from FELDA 

members for commercial use  

 Development Financial Institutions  

 SOE with Annual Revenue of SDR 500 million  
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Way Forward 

 GLCs in Malaysia have done relatively well overall, especially with the GLC 
Transformation Programme initiated by government  

 That said, there are exceptions of very poorly-governed GLCs/SOEs. This is 
especially the case for those entities set up to carry out off-budget 
expenditure.  

 Government guarantees (contingent liabilities) coupled with off-budget 
expenditure (implicit liabilities) dangerous for deficit to GDP ratio. Off-budget 
expenditures are not captured in the budget.  

 Divesting government shares in SOEs doesn’t necessarily mean better 
governance nor efficiency in Malaysia (revolving door concept i.e. blurring of 
public and private spheres).  

 The TPPA will push for SOE reforms externally, but is receiving some opposition.  

 OECD Guidelines are welcome as a high standard.  
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 Role & Significance of State Owned Enterprises  

 
•  State Owned Enterprises plays a significant role in Indian Economy. 

    

•Set up to serve the broad macro-economic objective of higher economic  growth 

with social justice. The focus was on creation of employment,  balanced regional 

development and ensuring equity & justice to weaker  sections of the society. 

 

 

•  Role model for business in terms of growth, corporate governance, CSR,  ethics, 

and environmental protection.  

 

•  SOEs in India showed a great resilience and adaptability during the economic 

 crisis. 





 
 
    Performance of SOEs  

 
•  State Owned Enterprises have partnered with the development process in the 

 country. 

•  SOEs are integrating with world economic order 

•  Out of 8 Indian Companies listed in Fortune 500, 5 are SOEs. 

•   There are 290 SOEs (234 operating and 56 under construction). 

•  7 Maharatnas, 17 Navratnas and 73 Miniratnas 

•  The contribution of SOEs to GDP (in terms of turnover) on an average has been 

 approximately 20 % in recent years 

•  Total investment in SOEs is US $ 160.15 billion, showing a growth of 17.46 %  

 over previous year. 

•  Wealth creators - Higher returns on capital invested . 

 

 

 

 





 
 
    Reform Initiatives to improve Effectiveness of SOEs 

 
-  QPR by Administrative Ministry 

- MOU System  

  To improve performance by increasing autonomy to the management  

  To evaluate the performance through objective criteria 

  Incentive for better performance   

-  Categorization of SOEs – Maharatna, Navratna & Miniratna 

  Provide financial and operational autonomy 

  Powers to incur capital expenditure 

  To establish joint ventures, and mergers & acquisitions 

-  Listing of SOEs on Stock Exchanges 

  Improves Corporate Governance 

  Higher Transparency 

  Increased Accountability 



 
 
    Reform Initiatives to improve Effectiveness of SOEs 

 
-  Directives on Corporate Governance 

-  Directives on Corporate Social Responsibility 

  2 % of net profit for CSR Programmes 

-  Securities and Exchange Board of India (SEBI) 

-  International Financial Reporting System 

-  Companies Act 2013 

-  Right to Information Act 

-  Performance Management System 

 

 

 



 
 
   Challenges of SOEs  

 
-  Rapidly changing corporate environment 

-  Enhance Global Competitiveness  

-  Freedom of Board 

-  Speedier decision making 

-  Training / Capacity Building 

-  Recognition & Visibility 

-  Over Governance 

-  Rising aspirations of various stakeholders 

 

 

 



 
 
    Reforms Required 

 
-  Segregation of ownership and management 

  Conflicting role of State as Owner & Regulator 

  Distancing from direct and indirect control of the Administrative Ministry 

  Greater professionalism 

-  Autonomy in SOEs 

  Board dominated by Government Directors 

  Need for a well documented ownership policy 

-  Multitude of heterogeneous regulatory and control mechanisms 

  Multiple checks and controls 

  A Single-Window System 



 
 
    Reforms Required 

 
-  Succession Planning and Leadership Development 

  Fixed tenure for CMDs and Directors 

  Grooming executives to take future leadership roles 

-  Appointment of Independent Directors 

  Timely appointment and domain expertise 

-  Focus on Performance Management 

  Empowerment to Boards 

  Compensation link to industry benchmark 

  Talent Management & HR Issues 

  Revival of Financially Stressed PSEs  





Governance Reform of State-Owned Enterprises 

 in Myanmar 

Aung Naing Oo 

Director General  
Directorate of Investment and Company Administration 



State-Owned Enterprises in Myanmar 



State-owned enterprises are enterprises incorporated under  

• The State-owned Economic Enterprise Law (SOEEL 1989) 

(and/or) 

• The Special Companies Act (1950) 

  

Laws related State-Owned Enterprises 



Under Section 3 of the State-owned Economic Enterprise Law (SOEEL 1989), 

Myanmar Government has the sole right to carry out the following economic 

enterprises as State-owned economic enterprises: 

 Extraction of and sale teak; 

 Cultivation  and conservation of forest plantation with the exception of 

village-owned fire-wood plantations; 

 Exploration, extraction, production and sale of petroleum and natural gas; 

 Exploration , extraction and export of  pearls, jade and precious stones; 

 Breeding and production of fish and prawns in fisheries which have been 

reserved for research by the Government; 

 

 

State-Owned Enterprises in Myanmar 



 Postal and Telecommunications Service; 

 Air Transport Service and Railway Transport Service; 

 Banking Service and Insurance Service; 

 Broadcasting Service and Television  Service; 

 Exploration, extraction and export of minerals; 

 Electricity Generating Services other than those permitted by law to private 

and co-operative electricity generating services; 

 Manufacture of products relating to security and defense which the 

Government has, from time to time, prescribed by notification. 

 

 

State-Owned Enterprises in Myanmar 



    Total State-Owned Enterprises -   34 

 

Ways of Reform 

 Joint operation with Private 

 Leasing to Private 

 Joint Venture with Private 

 

 

 

 

Reforms 



 

 

 

Ministries that undertake SOEs Reform 

 Ministry of Agriculture and Irritation  

 Ministry of Mines 

 Ministry of Energy 

 Ministry of Electric Power 

 Ministry of Communication and Information Technology 

 Ministry of Industry 

 Ministry of Transportation 

 Ministry of Rail Transportation 

 Ministry of Environmental  Conservation and Forestry 

 Ministry of Finance 

 Ministry of Construction 

 Ministry of Information 



Contribution of SOEs to Myanmar Economy 



 Despite Myanmar’s rapid GDP growth, State-Owned Enterprises are 

involving only 3 percent to national GDP in 2014-2015. 

 Due to natural resources, export by State-Owned Enterprises  is involving 

more than export by private sector.   

 

 

 

 

 

Contribution of SOEs to Myanmar Economy 

0.00

2000.00

4000.00

6000.00

8000.00

10000.00

12000.00

14000.00

2011-
2012

2012-
2013

2013-
2014

2014-
2015

Total Export

Export by
Government

Export by
Private Sector

US& Million 

Export by 
Government 

57% 

Export by 
Private 
Sector 
43% 



• Minimization of the role of State Owned Enterprises; 

•   Corporatization and Privatization; 

• Commercialization to lessen budget burden; 

• Private-Public-Partnership (PPP)  

 

  

Government‘s Policy for SOEs Reform 



Challenges  

 Efficiency of SOEs; 

 Weak legal framework for SOEs; 

 Lack of Government Institution for overseeing  the SOEs;  

 Insufficiency of corporate governance in SOEs; 

 Deficiency of rules and regulation for commercialization  

 

 

 



Blunders 

 Mistaken Implementation of Privatization (Although a number of 

enterprises have been privatizing in several waves since 1988, it led to 

selling government assets instead of pure privatization ); 

 Lack of proper policy framework resulted in burdensome operation for 

Private; 

 Stringent and uncoordinated regulations hamper the operation of SOEs. 

 

 

 

 



Way Forwards 

 Upgrading the SOEs Law; 

 Drafting law on Corporatization and Privatization;  

 Strengthening the corporate governance of SOEs. 
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Latest Progress on Chinese SOE Reform—

Briefing on the Guidelines on Deepening SOE Reform

By Mr. Liu Yuan
Bureau of General Affairs, SASAC

Nov. 16th, 2015



 1. Main goals of Chinese SOE reform

 2. Fundamental principles

 3. Major reform tasks

Outline



In September 2015, the Chinese government published 
Guidelines on Deepening SOE Reform. The Guidelines
proposed the guiding ideology, fundamental principles, 
goals, tasks and major measures that comprehensively 
deepen SOE reform. It is a guiding document for 
deepening SOE reform in the new era, and a milestone in 
the history of the SOE reform and development.

Background Information



1. Main Goals of Chinese SOE Reform



Main goals of Chinese SOE reform
By 2020, SOEs should have been equipped with state-owned assets 
management system, modern corporate system, and market-oriented 
mechanisms for enterprise operation, in line with China’s basic 
economic system and the development requirement of the socialist 
market economy. 

The distribution structure of state-owned capital should be more 
rational. We need to mine for excellent entrepreneurs with integrity, 
talent, good knowledge of operation and vigor, as well as develop a 
number of state-owned backbone enterprises with innovation capacity 
and international competitiveness. Thus, State-owned economic 
dynamism, dominance, influence and ability to resist risks will be 
significantly enhanced.



2. Fundamental Principles



Principle 1
Uphold and improve the basic economic system

We should unswervingly consolidate and develop the public sector of 
the economy and encourage, support and guide the development of 
the non-public sector. We should persist in the dominant position of 
public ownership and give full play to the leading role of the state-
owned sectors. We should encourage cross-shareholding and 
integration of State-owned capital, collective capital and private capital, 
so that all kinds of ownership could be complementary and achieve 
win-win results.



Principle 2
Adhere to the direction of socialist market economic reforms

SOE reform need to follow the rules of market economy and 
enterprises’ development. We should uphold separation of 
government administration from enterprise management, from asset 
management, and insist on separation of ownership from 
management. We should adhere to the integration of rights, 
obligations, responsibilities and the combination of incentive and 
restraint systems, so that SOEs could become independent market 
players who operate independently by laws, and are responsible for 
their profits, losses, and risks. 



◆ Combine increasing vitality with strengthening supervision. 

Strengthening vitality and supervision should be integrated. We 
should continue to work on decentralization and implement corporate 
property rights and operational autonomy in accordance with law. We 
should further stimulate business vitality, creativity and market 
competitiveness. SOEs supervision system should be improved to avoid 
state-owned assets losses and ensure the maintenance and appreciation 
of state-owned assets.

Principle 3



Principle 4
Proceeding with the reform in an active, orderly and coordinated way.

SASAC will deal correctly with relations between reform & rule of law, 
reform & stability, top-level design & grassroots innovation. We should 
be problem-oriented and insist on classification supervision to ensure 
solid progress and effectiveness of SOE reform by proper handling.



3. Major Reform Tasks



Major task 1: Push forward SOE reform based on the classification of their functions

SOEs will be classified into commercial sector and public-welfare 
sector. 

 The commercial SOEs should be market-oriented, with the goal of 
increasing the vitality of state economy, improving the amplification function 
of state-owned capital and maintaining & appreciating the value of state-
owned capital. Those SOEs are independent market players who operate 
independently by laws, and are responsible for their own profits, losses, and 
risks. In principle, those SOEs are required to adopt corporate and 
shareholding systems. We will actively introduce all kinds of investors to 
realize equity diversification. State can hold majority or minority shares or 
maintain relative holding status in different SOEs, and promote overall listing.



 The public-welfare SOEs should aim to 
guarantee people’s livelihood, serve the society and provide public 
goods and services. Market mechanism should also be applied to 
those SOEs to increase their efficiency and capacity. Those SOEs 
could be wholly owned by the state or be diversified  in equity under 
certain circumstances. Non-public investors could participate in 
corporate operation by means of service procurement, franchising 
and principal-agent. 

Major task 1: Push forward SOE reform based on the classification of their functions



Major  task 2: Accelerate the improvement of enterprises governance
system

Promote corporate and shareholding systems, and actively introduce all kinds of 
investors to realize equity diversification. Make efforts in pushing forward the 
reorganization and listing of SOEs and create conditions for corporation to be overall 
listed. 

Improve the corporate governance structure. Coordinate the relation between the board 
and executives and strike a balance between them.

Establish the multi-layer management system of SOE leaders. Ensure to establish the 
board and select executives in accordance with laws. Besides, the executives should 
perform their rights of selection and promotion of employee legally and legitimately.

Promote performance evaluation on all employees and make the evaluation a 
performance-based one. Set basic salary, performance salary and tenure incentive for 
SOE leaders. In terms of the professional executives that selected from the market, we 
should utilize the market-oriented salary distribution system and take various measures 
to explore the improvement path of middle-long term incentive system.

Make the selection and demotion system a market-oriented one. In other words, the 
employees should have flexible career ladder that allows them to be promoted, demoted, 
hired and fired based on performance.



Promote the rational flow and efficient allocation of state-owned capital. 
We should optimize the distribution structure of state-owned capital and 
enhance the overall function and efficiency of state-owned sector to 
serve national strategy with enterprises as major entities and market-
orientation strategem. We will guide state-owned capital to focus on
important industries and key sectors that have a vital bearing on 
national security and are the lifeline of the national economy and 
people's livelihood, on key infrastructure sectors, on forward-looking 
strategic industries, as well as on enterprises with core competitiveness.

Promote the centralized and unified oversight on operating state-
owned assets with capital management at the core. Steadily, the state-
owned capital belonging to enterprises of the Party, government 
departments and public institutions will be brought into the centralized 
and unified oversight system of operating state-owned assets.

Major task 3: Focus on capital management 
and improve the management system of state-owned asset



Major  task 4: Develop mixed ownership economy

For SOEs that have realized mixed ownership through shareholding reform 
and listing, the enterprise governance system needs to be improved to raise the 
efficiency of capital operation. For SOEs that needs to further promote mixed 
ownership reform, we should take full advantage of the market mechanism based 
on the current conditions and requirement. We will not set one-cut timetable for 
all. Instead, we encourage each individual enterprise to implement mixed 
ownership according to its timeline.

We introduce non-state-owned capital to participate in state-owned enterprise 
reform, encourage them to engage in the restructuring, listing and management 
of SOEs by investing, share acquisition, purchasing convertible bond and equity 
swap.

We encourage the state-owned capital to hold shares in non-SOEs, giving full 
play to state-owned capital investment and operation enterprise as platform. 
They can invest in major areas such as public service, high-tech, ecological and 
environmental protection and other strategic industries that have promising 
potential in market-oriented ways. We encourage the SOEs to have equity 
integration, strategic cooperation and resource integration with non-SOEs by 
purchasing shares, joint investment and restructuring. Besides, we will explore 
the ways to implement employee stock ownership plans (ESOP) in enterprises 
with mixed-ownership.



Major  task 5: Intensify supervision to prevent state-owned assets 
losses

Strengthen internal supervision, especially the supervision on key posts and 
personnel, such as the head of a company. 

Strengthen investors’ supervision. State-owned assets supervision and 
administration authority should enhance supervision on key businesses, 
reform sectors, important segments of state-owned capital operation and 
overseas state-owned assets.

Strengthen targeted supervision. Improving the auditory and supervisory 
systems for state-owned capital,  and intensifing efforts in investigation and 
tackling of major and serious cases. 

Strengthen social supervision. Publicize information and improve information 
disclosure system for state-owned assets. Build a unified information 
disclosure network to ensure the public's rights to know and supervise whether 
the operation of state-owned assets are effectively safeguarded.



“Progress in implementing SOE Governance Reform in 
the areas covered by the OECD Guidelines”  

Presenter: Mr. Fuad Azim Hashimi 
Country: Pakistan 

The 8th Meeting of the Asia Network on Corporate 
Governance of State-Owned Enterprises – Nov 16, 2015 

 



1 
1 

3 

2 

3 

2 

3 

1 

Founding Members (16) 
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Founding Members
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33 

7 

10 

Directors Orientation Workshop – Companies 
Engaged (63 Sessions, 49 Companies) 
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Other

80 
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Director Education Program - Participants 
Engaged (233 Sessions, 969 Participants)*  

Female

Male 86 
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Director Education Program - Companies  
Engaged (233 Sessions, 348Companies)* 

Banks & F.Is

Listed

Other

PICG – A Snapshot Of Engagement 

*2007 till date - 684 participants have attained Certificate of Director Education of which 259 are from the membership 
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SOE’s in Pakistan - Definition 

 The Public Sector Companies (Corporate Governance) Rules 2013, approved by the 
Federal Government under section 506 of the Companies Ordinance, 1984, read with 
section 43 (b) of the Securities and Exchange Commission of Pakistan Act 1997 
defines PSC’s as follows : 

 
 “Public Sector Company” means a company, whether public or private, which 

is directly or indirectly controlled, beneficially owned or not less than fifty 
percent of the voting securities or voting power of which are held by the 
Government or any instrumentality or agency of the Government or a 
statutory body, or in respect of which the Government or any instrumentality 
or agency of the Government or a statutory body, has otherwise power to 
elect, nominate or appoint majority of its directors, and includes a public 
sector association not for profit, licensed under section 42 of the Ordinance.  

 "Ordinance" means the Companies Ordinance, 1984 (XLVII of 1984) 
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PSC’s Dimensions in Pakistan 

 

Total number of SOE’s  

  

 
237 

Total number of listed PSCs 18 

Percentage of Listed PSCs 7.59 % 

SOE’s identified for Privatization by the          
Privatization Commission 57 

Percentage of SOE’s identified for Privatization 24.05% 

 As on October 31, 2015 
 Source : Economic Reforms Unit (ERU) – Ministry of Finance & 

Privatisation Commission – Government of Pakistan 
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PSC’s – listed and unlisted 
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Listed PSC’s – by sector 
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PSC’s identified for Privatisation 
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Performance of PSC’s 

Market Capitalization of PSCs $11.8 billion 

Total Market Capitalization of  
Karachi Stock Exchange (KSE) $68.5 Billion 

PSCs’ Market Capitalization as 
Percentage of Total 17.2 % 

Contribution to GDP ≈10 % 

Job Creation Not readily available 

Trade Volume of PSC’s  Not readily available 

Source : Karachi Stock Exchange Limited 
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Public Sector Companies 
(Corporate Governance) Rules 

2013 
The salient features of the rules are :  

 The appointment of the board members and CEO will be subject to fit 
and proper criteria laid down by the SECP. This will include a person’s 
qualifications, experience and business expertise.  

 Under the fit and proper criteria a person is excluded from being 
appointed to PSC boards if there is a conflict of interest; this includes 
political office holders in a legislative role.  

 The position of the chairman and CEO are proposed to be separated to 
achieve an appropriate balance of power, increasing accountability and 
improving the board’s capacity for decision making independent of 
management.   

 The CEO will be appointed on the recommendation of the board of 
directors. The board will recommend three names and the government 
will appoint one of them.   
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Public Sector Companies 
(Corporate Governance) Rules 

2013 (cont’d) 

 The annual evaluation of directors and CEO has to be carried out. 

 The board shall have 40% of its total members as independent 
directors within two years of the notification of the rules, and 
majority of independent directors within four years.   

 No person shall be elected or nominated as a director of more than 
five public sector companies, simultaneously, including listed 
companies.   

 The chairman of the board shall be a non-executive independent 
director.  

 A system of internal audit shall be established in every public sector 
company. In addition, audit, human resource, procurement, risk 
management and nomination committees will be set up.  

 Approval by shareholders of recurring Related Party Transactions. 
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Governance concerns in the 
Public Sector 

• Lack of an ownership policy 
• Lack of political will 
• Absence of formulated strategy making process 

• Not all PSC’s are governed under the same legal framework, hence, they 
are subject to varying laws and regulations and varying degrees of 
transparency and disclosure. 13 PSC’s in strategic sectors such as the 
National Bank of Pakistan, Pakistan International Airlines, Pakistan 
Railways etc., have been enacted under special enactments. Further, 
some PSC’s are not Companies as defined under the Companies 
Ordinance, 1984. 

• Lack of transparency in appointment and election of members and failure 
to comply with fit and proper criteria for appointment of directors 

• Implementation of PSC Rules hindered due to dependency on/ 
interference of relevant Ministry causing lack of independence on boards 
and lack of ownership on the part of management  
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• Develop an ownership policy, clearly defining respective roles and 
responsibilities of those government offices involved in its 
implementation 

• Define the rationales for owning individual SOEs, for commercial or 
social objectives, and make the ownership entity additionally 
accountable to parliament  

• Develop a structured and transparent board nomination process by 
following the criteria in the PSC Rules to increase independence of 
boards and avoid interference of the government  

• Complete the corporatization process and harmonize the legal forms 
under which PSCs operate 

• Set up reporting systems that allow the ownership entity to regularly 
monitor, audit and assess PSC performance, and oversee and monitor 
their compliance with applicable corporate governance standards  

• Publish aggregate reports on state ownership 
 

 
 

 

The way forward 
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Corporate Governance 
Reforms of SOEs in the 
Philippines 

Presentation to the OECD  
The Asia Network on Governance of SOEs 
Ha Noi, Vietnam  
16 November 2015 
 
By Commissioner Angela E. Ignacio 



Definition of SOEs/GOCCs 
Chartered GOCC 

• Created by law as a corporation 

• Created by law as an instrumentality of the State with corporate 

powers, usually exercising regulatory functions (e.g. Phil. Reclamation 

Authority, Manila International Airport Authority) 

Nonchartered GOCC (through general corporation law) 

• If incorporated as a stock corporation, at least a majority of capital stock 

is owned by the State through any of its agencies or a GOCC 

• If incorporated as a nonstock corporation, incorporation and initial 

capital was done by the State through any of its agencies or GOCCs 

(e.g. Landbank Countryside Development Foundation) 
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Number of GOCCs 

3 

SECTOR 

Financial Institutions and  

Social Security 
28 

Trade, Area Dev’t, Tourism 21 

Education and Culture 5 

Gaming 2 

Energy and Materials 13 

Agriculture 11 

Utilities and Communications 21 

Hospitals 1 

TOTAL 102 

• Created in 2011, GCG started with a 

list of 140 GOCCs under its 

jurisdiction.  

• 25 GOCCs/subsidiaries were 

“discovered.” 

• 52 have been abolished, deactivated 

or privatized.  

• 11 are monitored by the Presidential 

Commission on Good Government.  

• Currently, none of the GOCCs are 

publicly listed. 



Performance & Contribution 
   

Year 
Current 

GDP 

GOCC 

Assets 

GOCC 

Revenues 

As % 

of GDP 

Net 

Income* 

As % 

of GDP 

2012 256.9 125.2 18.1 7.1% 3.6 1.4% 

2013 259.7 126.4 16.5 6.4% 2.9 1.2% 

2014 287.1 138.1 20.6 7.2% 6.0 2.1% 

4 

*  Net of subsidies and unrealized gains/losses 

In USD Billions 



Governance Reforms 

In June 2011, Republic Act No. 10149 created the Governance 

Commission as a “central advisory, monitoring, and oversight body 

with authority to formulate, implement and coordinate policies” on 

the State Ownership Policy and Corporate Governance. 

Key Focus Areas of GCG 
Based on OECD Policy Brief 

 1.  Relations with Stakeholders 

 2. Transparency and Disclosure 
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Stakeholder Relations 

6 

• Prior to R.A. No. 10149, GOCCs were not required to conduct any 

activities with their stakeholders 

• Nov. 2012: The Code of Corporate Governance for GOCCs (GCG 

MC No. 2012-07) required all boards to “formally recognize the 

GOCC’s major and other stakeholders, identify the nature of their 

interests, provide a hierarchy system of their conflicting interests, 

and provide a clear policy on communicating” with Stakeholders. 

• Enforced through the GCG the approval of Manuals of Corporate 

Governance.                

•  71 GOCCs with approved Manuals. 



  
Stakeholder Relations 
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• In-house or Third Party Stakeholder Satisfaction Surveys is a 

performance indicator under most GOCC Performance Scorecards. 

The survey is also required under their Quality Management Systems 

(ISO 9001:2008). 

     33  : Current Number of GOCCs with ISO 9001:2008 certified 

Quality Management Systems (QMS). Enforced through the 

Performance Evaluation System on a milestone basis. 

2020 : Target year for 100% of GOCCs to attain ISO 9001:2008 

QMS Certifications.  



  
Transparency & Disclosure 

8 

• Reforms are geared towards expanding disclosures on performance and operations, as 

well as increasing the depth and usefulness of information provided to the public  

Current 

Performance 

Evaluation System 

For 2016 

Corporate Governance 

Scorecard 

For 2017 

Sustainable Development 

Reporting (GRI) 

Output 
Balanced Scorecards & 

Strategy Maps 

Corporate Governance 

Scorecard 

Enhanced Annual Report on 

Performance, Operations and 

Corporate Governance 

Information 

Provided 

External and Internal 

Performance Outcomes 

Level of corp. governance 

for benchmarking with 

private sector 

Significant sustainability 

impacts that occur in the GOCC 

and its value chain 

Areas 

Covered 

Social Impact 

Finance 

Customers/Stakeholders 

Internal Processes 

Learning & Growth 

 

Transparency Seal 

Stakeholder Relationship 

Disclosure and 

Transparency 

Responsibilities of the 

Board 

Strategy and Analysis 

Org. Profile 

Stakeholder Engagement 

Governance  

Ethics and Integrity 

Economic Performance 

Environmental Performance 

Social (Labor, Society) 



  
Transparency & Disclosure 

9 

• Currently, information is spread out in different formats across the 

websites of the GOCCs, various government agencies and the GCG. 

• For roll out in 2016, the Integrated Corporate Reporting System 

(ICRS) will serve as an online central repository of information on 

GOCCs for the government as well as for the public. The ICRS will 

conform to the Open Data Policy guidelines.  
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RESTRUCTURING STATE-OWNED 
ENTERPRISES IN COMBINATION WITH 
CORPORATE GOVERNANCE REFORM  

 

Nguyen Duy Long 
Agency for Corporate Finance 

Ministry of Finance 

Hanoi, November 2015 
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OBJECTIVES OF THE RESTRUCTURING 
OF SOEs IN 2011-2015 PERIOD 

 Contributing to the restructuring of national economy 

– Adjusting the scope of investment from state capital sources 

into enterprises 

– Attracting actors from other economic sectors 

 Restructuring SOEs with focus on key industries and 

sectors, on the provision of products and services 

essential for public and for national security and 

defense purposes 

 Profit-seeking SOEs are to improve their return on 

capital and competitiveness; SOEs providing 

essential public goods are to better perform their 

functions and tasks. 
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 Renovating corporate governance and 
improving governance effectiveness 

– Renovating governance method, increasing autonomy 
rights and self-responsibility of the enterprises in doing 
business 

– Mobilizing capital in a timely and effective manner for 
technological innovation, and business expansion and 
diversification 

– Changing the ownership composition, spreading risks, 
developing resilience to unexpected situation  

– Enhancing public monitoring in relation to enterprises’ 
performance 

OBJECTIVES OF THE RESTRUCTURING 
OF SOEs IN 2011-2015 PERIOD 
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 Market-based 
 

 Increasing openness and transparency 

 

 Taking into full account of interests of different actors 

 
– State (recovering capital, so that the state can focus on 

macro-management of the economy)   

– Enterprises (autonomy and efficiency) 

– Employees (holding shares, job security, income) 

– Investors (flexible investment channel) 

 

REQUIREMENTS OF THE 
RESTRUCTURING OF SOEs 
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 Equitisation of 527 enterprises (432 enterprises in 
2014-2015 only) 

 Divestment from non-core sectors: Between 2012 
and 2015, Economic Groups and General 
Corporations shall divest about 23,325 billion VND 
from 05 sectors (securities, banking and finance; 
insurance, real estate; investment funds)  

 Results of business performance of SOEs are to be 
made public on an annual basis  

 Improvement of the business performance of 
equitised SOEs 

MAIN TASKS OF THE RESTRUCTURING 
OF SOEs 
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Policies and 
mechanisms 

Law on 
Enterprises 

2014  

Law on 
Management 
and Use of 

State Capital 
Invested in 

Production and 
Business at 
Enterprises 

Decisions of 
Prime 

Minister 

Circulars of 
line 

Ministries 

Decrees of 
the 

Government 

RESULTS OF SOE RESTRUCTURING        
IN 2011-2015 
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The other 61 
SOEs have 

already 
announced their 

value 

Other 100 SOEs 
are conducting the 

assessment of 
corporate value 

12 SOEs have 
only established 

Equitisation 
Steering 

Committees 

 

Up to October 2015, 354 

enterprises have been 

equitised, equivalent to 

67% of the planned target.  

There are still 173 

enterprises planned to be 

equitised 

RESULTS OF SOE RESTRUCTURING        
IN 2011-2015 



 The amount of state capital divested from 

non-core sectors and sold from equitised 

enterprises is as high as 1.47 times of its 

book value  

 7,132 billion VND have been divested from 

05 sectors (newly invested state capital taken 

into account) 

  16,193 billion VND are still to be divested 

from 05 sectors 
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RESULTS OF SOE RESTRUCTURING        
IN 2011-2015 



 Results of business performance of SOEs are made public on 

an annual basis  

 Governance and financial capacity as well as business 

performance of SOEs are enhanced; state capital is secured 

and developed 

9 

The increase from  

2010 to 2015 

According to the 

reports of parent 

companies 

According to the 

consolidated reports 

Total asset 36% 26% 

Equity 62% 57% 

Revenue 18% 14% 

Profit before tax 56% 16% 

RESULTS OF SOE RESTRUCTURING        
IN 2011-2015 



 Performance of SOEs following the equitisation has 

considerably improved. The equitisation process has 

supplied a large amount of securities for the stock exchange 

market. 

– Reports of 2,400 enterprises for 1 year of operation following 

the equitisation revealed that on average charter capital of the 

enterprises increased by 68%, revenue increased by 34%, after-

tax profit by 99,9%, contribution into government budget by 

47%, and average income by 76,9%. 

– About 50% of companies listed on the stock exchange market 

were established from equitised SOEs. 

– Revenue of equitised SOEs listed accounts for 75-80% of that 

of all listed companies, the respective figure for after-tax profit is 

77-82%. 
10 

RESULTS OF SOE RESTRUCTURING        
IN 2011-2015 



 To continue to promulgate policies on promoting SOE 

equitisation and divestment from non-core sectors 

– Issuing criteria and nomenclature of categories of SOEs and 

enterprises with state capital, superseding Decision No. 

37/2014 

– Promulgating a new Decree guiding the equitisation, 

superseding Decrees No. 59/2011/ND-CP and No. 

189/2013/ND-CP 

– Providing guidance on changing type of ownership, re-

arrangement of SOEs and transfer of rights of owner 

representatives in compliance with the Law on Enterprises 

and the Law on Management and Use of State Capital  
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ACCELERATING THE RESTRUCTURING OF SOEs IN 
COMBINATION WITH CORPORATE GOVERNANCE 

REFORM IN 2016-2020 PERIOD 



 To continue to promulgate policies on promoting SOE 

equitisation and divestment from non-core sectors 

– Providing guidance on accounting with clear delineation of 

pure business operation as opposed to other tasks done by 

Government requests. 

– Building up and promoting the role of SCIC and DATC in 

supporting the restructuring of SOEs, especially expanding the 

functions of DATC to the extent similar to VAMC to swiftly form 

a debt trading market, helping improving financial health of 

enterprises and credit organisations for the implementation of 

economic restructure at the national scale.  
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ACCELERATING THE RESTRUCTURING OF SOEs IN 
COMBINATION WITH CORPORATE GOVERNANCE 

REFORM IN 2016-2020 PERIOD 



 To implement the Law on Managing and Using State 

Capital and related guiding legal documents: 

– Investing state capital into SOE establishment in 04 categories 

(providing socially essential public products and services; 

national security and defense; natural monopoly; hi-tech sector) 

– Investing state capital in supplement to the capital of enterprises 

with state capital in 02 cases (failure to attract domestic and 

foreign investors in enterprises providing essential public goods; 

necessity of maintaining the ratio of state-owned shares in the 

enterprise for national security and defense purposes) 

– Using state capital to repurchase a part or the whole of an 

enterprise in 03 cases (restructure the economy; provision of 

essential public goods; national security and defense) 
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ACCELERATING THE RESTRUCTURING OF SOEs IN 
COMBINATION WITH CORPORATE GOVERNANCE 

REFORM IN 2016-2020 PERIOD 



 To ensure transparency and public availability of 

information on SOEs’ operation in common with 

listed companies.  

 Equitised enterprises shall register for being listed on 

the stock exchange market 

 To exercise the rights of state ownership 

representation as stipulated in the law (the state 

owner’s representative agency, Board of Directors, 

Board of Management)  
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ACCELERATING THE RESTRUCTURING OF SOEs IN 
COMBINATION WITH CORPORATE GOVERNANCE 

REFORM IN 2016-2020 PERIOD 



 To enhance monitoring and evaluation of the 

performance of enterprises.  

 To establish an agency with sufficient competence 

and authority to effectively perform the state 

management functions in relation to corporate 

finance; to directly guide and coordinate with 

Ministries and local governments in monitoring the 

financial position and evaluating the performance of 

enterprises; duly exercise the rights of the 

representative of state ownership in terms of finance 

and financial monitoring in SOEs.  

 

 

 

 

 

 

 

15 

ACCELERATING THE RESTRUCTURING OF SOEs IN 
COMBINATION WITH CORPORATE GOVERNANCE 

REFORM IN 2016-2020 PERIOD 



 Members of Board of Directors of SOEs shall work in 

full-time capacity and fully exercise rights and 

responsibilities 

 Board of Members shall have the discretion in the 

appointment, dismissal or recruitment of the General 

Manager/CEO of SOEs 

 To consolidate and improve the effectiveness of the 

activities of supervisors, to establish the Supervisory 

Board in SOEs, to provide staff for Supervisory 

Board to execute its rights and duties.   
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ACCELERATING THE RESTRUCTURING OF SOEs IN 
COMBINATION WITH CORPORATE GOVERNANCE 

REFORM IN 2016-2020 PERIOD 



 To establish a regime of remuneration, salary and bonus 

for the executives and representatives of state 

ownership in SOEs which is linked with outcomes and 

performance of the enterprises.   

– Remuneration, salary and bonus for the Board of Directors is 

paid for by the state ownership’s representative agency. Funding 

for that purpose comes from the after-tax income of the 

enterprise.  

– Remuneration, salary and bonus for the representatives of state 

ownership is paid for by the state ownership’s representative 

agency. Funding for that purpose comes from income and 

dividend payments that the owner’s representative agency 

entitled to as a shareholder in enterprises with state capital.   
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ACCELERATING THE RESTRUCTURING OF SOEs IN 
COMBINATION WITH CORPORATE GOVERNANCE 

REFORM IN 2016-2020 PERIOD 



 To train and develop corporate managers and 

representatives of state ownership to be capable of 

governing enterprises in conformity with the 

international practice of corporate governance 

 

 To recruit and appoint leadership positions in 

enterprises on the basis of selection criteria, 

individual’s capacity and characteristics of corporate 

operation. 
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ACCELERATING THE RESTRUCTURING OF SOEs IN 
COMBINATION WITH CORPORATE GOVERNANCE 

REFORM IN 2016-2020 PERIOD 



 To put in place strict sanctions for the failure of 

representatives of state ownership to comply with 

reporting regime and to fulfill the request of the 

owner (the state) regarding exercising the rights of 

state shareholder 

 

 To ensure the interests of former corporate 

executives and representatives of state ownership in 

SOEs when they are no longer appointed as such by 

the state.  
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ACCELERATING THE RESTRUCTURING OF SOEs IN 
COMBINATION WITH CORPORATE GOVERNANCE 

REFORM IN 2016-2020 PERIOD 
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Thank you! 



SOE CORPORATE GOVERNANCE 
IN VIETNAM 

 
LAN NGUYEN 

AGENCY FOR ENTERPRISE DEVELOPMENT 
MINISTRY OF PLANNING AND INVESTMENT 

Hanoi, 17/11/2015 



I. Overview of SOE sector 

II. Updates on SOE corporate 

governance in Vietnam 

III. Issues 

- Contents -  



Number of SOEs reduced significantly over the last 25 years 
(from 12,000 to around 550 wholly state owned enterprises) 

   I. Overview of SOE sector 



 SOEs account for 1% of total enterprises but 
account for: 

• 85% of electricity, oil and gas output 

• 90% of telecommunication services 

• 70% domestic air transport 

• 56% financial and credit services 

• 70% rice export… 

 Contribute around 28% of GDP 

   I. Overview of SOE sector 



1. New SOE definition (Enterprise Law 2014): 
Enterprises wholly owned by the State 

 
2. Purposes of State ownership of enterprises: 
Necessity and public goods and services 
National security 
High technology and leading industries 

 
3. SOEs are required to focus on its core businesses and 
are not allowed to invest in some “sensitive” industries 

 
 

   II. Updates on SOE corporate governance in Vietnam  



 

4. The exercise of ownership rights: 
 Owners of SOEs: 

 The Prime Minister (08 economic groups) 

 Line ministries, Provincial People’s Committees 

 The State owner make decisions on important issues:  

 SOEs’ charter, development strategy and 5 year business plan 

 The restructuring of SOEs 

 The nomination of SOE boards/Chairman 

 Big investment projects 

 
 

   II. Updates on SOE corporate governance in Vietnam  



5. SOE Boards/Chairman 
 Act as representatives of State owner at the SOEs 
  Make decisions on: 
 SOE’s internal rules and regulations 
 The nomination and remuneration of SOE’s Director, 

Deputy Directors, Chief Accountant, ect. 
 Annual business plan 
 Investment projects… 
Responsible for the management, preserve and use of 

State capital invested in SOEs 

  II. Updates on SOE corporate governance in Vietnam  



• 6. SOEs’ responsibilities in information disclosure: 

• Development strategy, annual and 5 year business and 
investment plans 

• Annual business results; the performance of public 
duties and social responsibilities 

• The governance, organizational structure and reform 

• Six month and annual financial statements 

• Salary and remuneration polices 

 

  II. Updates on SOE corporate governance in Vietnam  



• 7. SOEs disclose information on: 
• SOE’s Website 

• State owner’s Website 

• The Business Portal of Ministry of Planning and 
Investment (www.business.gov.vn) 

   II. Updates on SOE corporate governance in Vietnam 



• The separation between the State’s ownership 
function and other state functions 

• The separation between regular business activities 
and the performance of political and social 
responsibilities 

• Ensure the quality of SOE’s information disclosure 

 

 

   III. Issues 



THANK YOU! 



Governance of Vietnam’s State-Owned 

Economic Groups and Lessons from Korea 

 

Sang-Woo Nam 

Professor Emeritus 

KDI School of Public Policy and Management 
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Many Objectives for SEGs 

 Tool for regulating/stabilizing the macroeconomy 

 Instrument of industrial policy 

 Performing social/welfare functions 

 Enhanced competitiveness -> leading successful 
international economic integration 

 Foundation of socialist-oriented market economy 

2 

 More reliable policy tools available for achieving some of 
the above objectives 

 Conflicting objectives -> difficult to measure performance   
-> poor performance 



Overall Assessment of SEGs 

                                                       to cope with 
increasing competition following Vietnam’s WTO accession 

                            

 Competition weakened with SEGs enjoying monopoly or 
market domination 

 Reckless expansion with borrowings from own banks 

 Privileged access to credit, land, business opportunities, etc. 

(in the name of industrial policy) -> crowding out private firms  

 Little evidence of gain in international competitiveness 

3 

Main justification for creation of SEGs 

The consequences 



What to Do with SEGs? 

 Fully privatize or equitize  

 Split into smaller groups 

 Divest non-core businesses 

 Strengthen the state ownership function 

 Improve internal governance 

 Negotiate management contract & evaluate 

performance  

 Mandate information disclosure 

 Promote (fair) competition 

4 



Equitization 

 Deep capital market 

 Debt restructuring 

 Improved transparency (ownership structure, etc) 

 Honoring minority shareholder rights 

 Strategic investors 

 Curbing vested political interests & corruption 

 Slow & cautious: less than 30% of shares of equitized 

SOEs in the hands other than state & employees 

5 

Requirements for Successful Equitization 



Capital Market Development 

 Stock market capitalization = a little over 30% of GDP 

 Equitized SOEs to list their shares on the stock exchange 
within a year (PM Directive, 2014)  

 May jeopardize public confidence in the market  

 May crowd out IPOs of private firms  

 [Korea] Capital Market Promotion Act (1968): lower corporate 
income tax for listed companies; tax reduction for dividend 
income, etc. 

 Protection of the interests of minority/outside shareholders 
critical (for attracting strategic investors as well)  
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Divesting Non-Core Businesses 

 “Unrelated” diversification – not all bad (reduce 
business risk) 

 Dynamic comparative advantage is what matters 

 Allow non-core diversification only for better 
performing SEGs? 

 Diversification into banking better prohibited (unfair 
competition, conflict of interests, economic concentration, 
etc) 

 Problematic: rush for “unrelated”, rent-seeking 
diversification into banking, other finance, real estate, etc. 
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Exercise of State Ownership Right  

 SCIC: taking over state shareholdings & exercising the 
ownership rights in SOEs as:  

 Active shareholder  

 Government’s strategic investor 

 Promoting best corporate governance practices  

 Professional financial consultant 

 SCIC currently managing a portfolio of over 500 enterprises 
(except for SEGs & most State Corporations)                 

 Prime Minister (PM) & ministries playing dual roles of 
exercising ownership rights & regulations (often directly 
participating in management)  

8 



Strengthen (& Create More) SCIC? 

 Create more SCICs (or a similar entity) to exercise 
ownership rights for State Corporations & SEGs  

 Its Board of Management (BoM) to take over the role 
now played by the PM office & other key ministries 

BoM to be mostly composed of well-respected civilians; with 
no representation of ministries other than MOF 

 PM office to retain its supervisory role over SCIC(s): 
appointing/dismissing & evaluating board members, etc. 

 SCIC Managers’ bonuses to be linked to SCIC performance 
(profit of enterprises in its portfolio)  

9 



Internal Governance Mechanisms 

 Make the BOM more independent & effective 

 Majority Non-Executive Independent Directors (NEIDs) & 
board committees 

 NEID qualifications & nomination procedures: disqualifying 
the officials from supervisory ministries or those having 
relationship with the SEGs/managers  

 Allow minority shareholders better exercise their rights 

 Legal actions against the CEO, directors & supervisors 

 Call for an extraordinary shareholders’ meeting 

 Nominating director candidates, etc. 
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Korea: Appointment of CEO 
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Committee for 
Management of PIs 

(CMPI)  

President 

Supervisory 

Minister (SM) 

CEO 

Recommend (Less Than)  
½ of Members 

MoSF 

Recommend 
Civilian Experts  

Appoint NE 
Directors Board 

Nomination 
Committee (NC) 



 Appointment & (recommendation of) removal of CEOs; 
Appointment of auditors & non-executive directors 

 Performance evaluation of SOEs & non-executive directors & 
auditors 

 Rules/guidelines on disclosure & key aspects of management 
12 

CMPI: Key Issues of Deliberation  & Resolution 

Korea: Role of CMPI  
(Committee for Management of Public Institutions , MoSF) 

Appointment of CEO, etc 

Positions 
Nomination, Deliberation & 
Resolution Appointment 

CEO (Auditor) 
Large SOEs NC -> CMPI -> SM (MoSF) President  

Small SOEs NC -> CMPI SM (MoSF) 

Non-Executive Directors NC -> CMPI MoSF 



Korea: Performance Evaluation 

 Evaluation on the basis of: (1) Management Goals (2) 
Management Contract (3) Performance Report  

 Categories: (1) leadership & strategy (2) management 
system (3) management results 

 

 

 

 

 

 

 

 Management Goals (for 3 years) 

 Set by CEO each year  
 Approved by BOD -> submitted to MoSF & SM 

 Management Contract (Goals + Annual Plan) 

 Draft contract (by BOD) -> negotiation (by NC) 
 SM consult with MoSF -> contract signed (with SM) 

 Evaluation Teams (about 150 each year): professors, 
research fellows, lawyers, CPAs, etc. 

13 



Assessment 

 Effective utilization of evaluation results 

 Incentive bonuses for employees & CEOs 

 Removal of CEOs & institutional warnings 

 Budget increase/reduction, salary ceilings, etc. 

 Strong will & support of top political leadership 

 Limitations 

 At the cost of managerial autonomy?  

 Still, wide-ranging supervision by line ministries   

 Too many management goals -> evaluation challenging 

 Overly standardized; evaluation teams not specialized enough? 
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Korea: Public Disclosure of Consolidated 

Information on the Management of PIs 

 Internet-based open information system (2005, ALIO: 
All Information in One) for 316 public institutions in 2015 

 Mandated by the Act on the Management of Public 
Institutions (2008) 

                                                     
 General information (1) 

 Operational information (10) 

 Management performance & major projects (12) 

 Internal / external evaluation results (7) 

 Others (7) 

15 

37 items disclosed currently: regular & occasional  



Making the Disclosure System 

Effective 

 MoSF checking/confirming the conformance & 
accuracy of disclosed information 

 Penalty points accumulated for: non-conformance, 
false disclosure & disclosure corrections 

 Disclosure performance  

 May lead to institutional warning or disciplinary measures 

against the personnel involved 

 Reflected in the performance evaluation of public 

institutions   

16 



 

Thank you! 
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SOE Equitization 
and 
the Role of SCIC
JICA CHIEF ADVISOR OF SOE & BANKING SECTOR 
RESTRUCTURING PROJECT
TAKASHI SAKAKIBARA



Today’s Agenda
1. Overview of JICA Project
2. SOE Equitization

(1) What is “Equitization”?
(2) The current situation and problems of “Equitization”
(3) Accelerate selling shares to Strategic Investors

3. Strengthening the functions of SCIC
(1) How SCIC has played a role up to now 
(2) Expected functions of SCIC from now on 

① Corporate Governance
② Divestment

4. Conclusion 
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Title
・ Project for enhancing corporate finance management capacity to implement SOE 

restructuring (hereinafter abbreviated as SOE Project)
・ Bank Restructuring Support Project（hereinafter abbreviated as SBV Project）

Counterpart
・ SOE Project・・・Ministry of Finance (MOF)
・ SBV Project・・・The State Bank of Vietnam (SBV)

Duration
・ 3 years (3/2014～3/2017)

Organization of Japanese side
・Long-term experts: 5 people, Coordinator: 1 people
・Short-term experts
・Consultants

1. Overview of JICA Project 



2

SOE Project

Strengthen DATC functions

Strengthen SCIC functions

Strengthen functions for CFD, SSC regarding 
SOE equitization and listing process
【Planned】

Main contents of SOE Project
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2. SOE Equitization
(1) What is “Equitization”?

Formation Implementation Completion and
Post-equitization

• Steering Committee and 
Support Team set up

• Documentation: legal, financial, 
land, employees, valuation 
method 

• Valuation: appointment, 
conduct, approval, declaration 
of enterprise value.

• Approval of equitization plan 
(EP): capital structure, form of 
equitization methods, starting 
price, draft charter, employee, 
business plan, land usage

• Methods:
• IPO; or
• direct agreement

with strategic 
investor(s),

possibly combined with
underwriting.

• Subsequent sales of 
shares at discounted price 
to employees and trade 
union (if any).

• Completion: first GMS to 
adopt the charter, 
business registration, 
preparation of financial 
statements, handover.

• Post-equitization: register 
as public companies, listed 
within one year if 
satisfying listing conditions.

（source: Allens）
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Plan of equitization for 432 SOEs during 2014－15
• 143 enterprises were equitized in 2014.

94 enterprises in 2015 as of end of September
• Among 143 enterprises, only 30 enterprises could sell more than 5% of shares to

domestic/foreign enterprises, institutional investors.
• Ratio of State owned shares after equitization is around 90% (on average)

Selling to foreign investors
• Among 247 SOEs equitized during 2011-2014, only 3 enterprises sold more than

5% of shares to foreign investors, which were all Japanese enterprises (including
local Joint Venture)

“Selling to strategic investors” and “Decreasing state’s shareholdings” 
are not going well.

(Source: STOXPLUS ”Vietnam M&A Research Report 2015”)

2. (2) The current situation and problems of “Equitization”



52. (3) Accelerate selling shares to Strategic Investors

It is necessary to correct the unbalance between “Rights” and “Duties”

[Lack of Rights]

Difficult to acquire majority share

Difficult to acquire VETO

Strategic Investors should acquire VETO at least.
Allow SI to hold more than 35% of shares,  or
In case of less than 35% shares, amend the corporate charter 
to provide VETO to SI

[Duties]

Lock-up for 5 years
Providing various resources
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3. Strengthening the functions of SCIC

(1) How SCIC has played a role up to now-1
Decision No. 929/QD-TTg (July 17, 2012): Decision on approval of scheme “Restructuring of State-owned Enterprises,
focusing on Economic Groups and State-owned Corporations”,

Article 1, Task 2

Divest the State capital in joint stock companies that the State does not need to control.

Decree 151/2013/ND-CP (November 1, 2013) on duties and operational mechanism of the State Capital Investment
Corporation (SCIC).

Article 7. Taking over the right to represent the State ownership in enterprises

The corporation shall take over the right to represent the State capital in the following types of enterprises
(excluding enterprises mainly engaging in provision of public services, goods, or directly serving national security and
defense and other cases that are assigned to other agencies by the Prime Minister).

dd) With regards to economic groups, corporations and other cases, the transfer of the right to represent the state
ownership to the Corporation shall be conducted in accordance with the Prime Minister’s decision

Resolution No.15/NQ-CP (March 16, 2014): Solutions for speeding up equitization and divestment of state capital in
enterprises,

Article 3
The ministries, sectors and localities are obliged to review and transfer the equitized enterprises to the State Capital
Investment Corporation (SCIC)
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3. (1) How SCIC has played a role up to now-2

(Reference)The number of companies under SCIC’s portfolio
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Japan Economic Research Institute Inc. 



83. (1) How SCIC has played a role up to now-3
(Reference)Track record of divesting state capital in over 600 companies

‘06-’08 ‘09 ‘10 ‘11 ‘12 ‘13 ’14 Total

Wholly divested 84 219 97 92 35 61 72 666

Partially divested 14 19 9 9 3 6 7 67

Total 98 238 106 101 38 67 79 733

The number of state capital divesture by SCIC

Japan Economic Research Institute Inc. 
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Establish SCIC’s Voting Policy

- SCIC’s Voting Guidelines

Establish SCIC’s Governance Policy 

- SCIC’s Internal Corporate Governance Guidelines (Tentative name) to be 
applied to the equitized SOEs that SCIC has (controlling) shares

SCIC should become “the leader of CG for equitized SOEs”

SCIC should enhance the attractiveness of equitized SOEs (especially with poor 
performance) for investors

3. (2) Expected functions of SCIC from now on 
① Corporate Governance.  
The Project activities for the 2nd year
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Based on OECD Principles and Guidelines

Consistency with related laws and regulations in Vietnam

Acceleration of  Equitization in its quality

More domestic and foreign “Investors”(especially “Strategic 
Investors”) participation in SOEs

3. (2)① Corporate Governance
JICA’s basic stances in the Project 
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3. (2)① Corporate Governance

Contents of the draft Voting Guideline 2015 (1)
- Issues are selected from the survey answers taking all the reported issues raised in AGM during 3 years (2013-2015) into 

consideration
- Voting Guideline shall be revised every year  taking economic situation and corporate governance practices of Vietnamese 

enterprises into consideration.
1. Operational Issues
1.1  Approval of the annual Financial Statements and related documents
1.2  Approval of and long-term development strategy
1.3  Approval of income allocation (including disposal of surplus and decision of dividend considering dividend ratio except for the 

allocation to the Welfare Fund) 
1.4 Approval of investment 
1.5  Approval of sales of assets including approval of divestment of shares at other companies
1.6  Ratification of BOD report, report of the Supervisory Board and the performance report of each board member
1.7  Election of member of BOD, taking the director attendance into consideration and inclusion of at least one outsider or 

independent director in BOD
1.8  Dismiss or replace BOD member or Supervisory Board member
1.9  Appointment of Supervisory Board members
1.10  Appointment of auditors 
1.11  Approval of M&A plan or approval of transforming, restructuring, dividing or dissolving the company
1.12  Other shareholders’ proposals
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Contents of the draft Voting Guideline 2015 (2)

2. Remuneration
2.1  Approval of remuneration and approval of remuneration cap for directors and Supervisory Board members
2.2  Equity compensation plan
2.3  Setting or revising the maximum dilution level for Employee Stock Ownership Plan (ESOP)
3.    Article amendments
3.1  Amendment of statute (Charter) including expansion of business activities
3.2  Reduction of directors' term in office
3.3 Board structure and decrease the maximum board size
3.4   Disclosure of information 
4.    Share Issuance Request
4.1  Increase of the limit of authorized capital
4.2  Approval to authorize the board to issue or repurchase shares or grant a general mandate to BOD to issue shares
4.3  Approval to repurchase shares
4.4  Creation or modification of preferred shares
5.    Miscellaneous items related to AGM (related to the items considered to be AGM approval matters by the Charter of the company)
5.1  Vote 'Against' if the item does not satisfy the requirements in the Charter, Law on Enterprise and other regulations.
5.2  Approval of establishing branches & representative offices SCIC should judge on a case-by-case
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3. (2)① Corporate Governance

Example of draft Voting Guidelines article

3.1 Amendment of statute (Charter) including expansion of business 
activities (extract)

“Vote ‘For’ if the amendments include a clause that provides rights 
for a strategic shareholder such as preferred price, controlling 
ownership percentage or veto rights which are considered as fair 
compensation for the obligations imposed on, or the commitment 
made by, the strategic shareholder.”



14
3. (2)① Corporate Governance 
Future activities

Preliminary implementation of the VG during 2015 FY:
during November 2015 and June 2016

Review of the preliminary implementation of the VG and make necessary 
amendments the VG for 2016:
during July-August 2016 and prepare revised version of VG 2016 in 
September 2016

In line with the VG revision, the internal Corporate Governance Code of 
SCIC will be implemented
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3.(2)② Divestment
Prime Minister has opinion as below:

SCIC will select the appropriate time and report to Prime Minister to examine and 
decide the state-capital divestment period for the following 10 enterprises:

List of 10 portfolio companies to be divested by SCIC:

Entity Ownership Valuation (US$mn)
Vinamilk 45.10% 2,420
FPT 6.00% 882
FPT Telecom 50.20% 319
Binh Minh Plastic JSC 38.40% 260
Tien Phong Plastic Joint-stock Company 37.10% 157
Bao Minh Group 50.70% 93
Ha Giang Mineral Mechanics Joint-stock Company 46.60% 21
Sa Giang Import and Export Corporation 49.90% 17
Vietnam Infrastructure & Real Estate Joint-stock 
Company

47.60% N/A

Vietnam National Reinsurance Corporation 40.40% 181

(Source: Public Letter 1787 TTg-DMDN)
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As for “Equitization”, “Selling to Strategic Investors” and 
“Decreasing state’s shareholdings” are not going well.

To invite Strategic Investors, it is essential to correct the 
unbalance between “Rights” and “Duties” of SIs.

SCIC should become “the leader of CG for equitized SOEs” and 
should enhance their attractiveness for investors.

4. Conclusion



Xin cảm ơn
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