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Outline
• SOE in this presentation generally means non-financial SOEs
• Topics

• Importance of SOE investments
• Basic challenges and opportunities in application of PIM to SOEs
• Cross-country diversity in use of SOEs
• Challenges in SOE-government relationship
• Basic entity types and externalities impact on allocation of PIM functions
• Institutional arrangements important for government-SOE PIM relationships 

and diagnosis of PIM for SOEs
• Diagnostic framework for PIM for SOE and other not-for-profit government entity 

projects
• Additional desirable institutional arrangements and indicators for integration of SOEs and 

other government entities into PIM system
• Next steps
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Importance
• Importance of investment management to gain economically efficient 

production and well managed risks
• SOEs are infamous for poor rates of return on investment

• IMF found in a sample of 14 countries (including some emerging economies) from its Public Sector 
Balance Sheet (PSBS) database that average rate of return on assets was only 1.9% over 2010-16

• Importance of SOEs and SOE investment in economy.   
• Generally limited data available for public corporations (such as OECD surveys and IMF PSBS 

database), especially limited for developing and emerging economies, but:
• Independent Evaluation Group (IEG) Approach paper (2018) reports

• In OECD countries, SOEs account for 15% of GDP; in transition economies SOEs 20-30% of GDP
• World Bank estimates that SOEs account globally for 20% of investment and 5% of employment

• IMF PSBS database (2018) shows fixed assets of non-financial SOEs averaging about 18% of 
GDP for 15 advance economies, 24% for BRICS (excl. China), 17% for 10 emerging and 12% 
for 9 developing economies.

• High variation in use of SOEs across countries (more later)
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Basic challenges and opportunities (1)
• Application of PIM functions to public corporate entities (market and non-

market)
• PIM diagnostic frameworks well developed for government investments including PPPs, 

but not specifically extended to SOEs and other government non-market corporations.
• Public corporations generally operate quasi independently under board of directors and 

management team – potentially a benefit in achieving performance efficiency and 
accountability, but challenge of coordination and consistency with broader public policy.

• Issues of how to ensure 8 core functions of PIM are implemented to achieve planned 
economic, financial and distributional impacts of SOE investments

• Which functions can SOE conduct independently?
• How are goals established, monitored and reviewed?
• Does a corporate entity use an integrated appraisal framework?
• How is the performance of the SOE monitored and reviewed?
• Which functions need external review or direction?
• In general, how does SOE PIM systems relate and integrate to broader government PIM system?
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Basic challenges and opportunities (2)
• Application of  integrated project appraisal in context of quasi independent public 

entities basically managing their own financial viability 

Not-for-profit government entities should fall in “B”

For-profit SOEs should fall in “D” after inclusion of 
government support
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Cross-country diversity in use of SOEs
• OECD survey of SOEs in 32 OECD and 7 other countries (including Brazil, China and India) for 2015:

• China is outlier with 157,926 non-financial SOEs, vastly more than 38 other countries in survey combined with only 
2,153 non-financial SOEs

• Only 5 countries have over 100 non-financial SOEs, namely, Brazil, Czech Republic, Hungary, India and Lithuania 
(excluding China).

• 5 countries have less than 10 non-financial SOEs, namely, Australia, Austria, Japan, Switzerland and the United States.
• Outside of India and Italy, less than 5% of non-financial SOEs are listed corporations, but listed corporations are larger 

companies 
• Listed SOEs form 45% of equity value and 25% of employment of all SOEs (including financial SOEs, but excluding China.)

• Variation in corporate form (incorporated under company law or special statutory law): 
• 77% are majority owned non-listed corporations under company law, and 11 countries (Brazil, Germany, Greece, 

Hungary, Ireland, Israel, Italy, Japan, Korea, Netherlands, Slovenia and Spain) only use this corporate form
• 9 countries (Australia, Canada, Costa Rica, Estonia, Lithuania, New Zealand, Norway, Switzerland and United States) have 

50% or more statutory corporations amongst SOEs; Canada has all its SOEs formed as statutory corporations.
• Excluding the financial SOEs, most of the majority-owned listed corporations are in primary, manufacturing, electricity 

and gas sectors. Generally, non-listed non-financial SOEs are more concentrated in the regulated sectors, namely, 
primary sectors, telecommunications, transportation, electricity and gas and other utilities as well as “other 
activities.”   These sector distributions are suggestive that most of the SOEs are in regulated sectors.

• IMF PSBS database for 38 countries for 2012-2016, compared to an average fixed assets over GDP of 
about 16% for non-financial SOEs

• 9 countries over 20% of GDP (with South Africa highest at 44%)
• 11 countries below 10% of GDP
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Challenges in SOE-government relationship
• Legal and regulatory framework: combination of

• Corporate/company or special statutory law
• Regulatory laws for natural resource exploitation and natural monopoly network sectors
• Public financial management (PFM) law
• SOE specific law

• Ownership 
• Direct equity holding
• Indirect through guaranteed public pension fund 

• Financial risks
• Soft Budget Constraint (SBC) and implicit guarantees
• Explicit guarantees
• Variations in revenue streams and support obligations
• Over or under exploitation of SOE rents

• Financial support
• Direct budget 
• Loan guarantees
• Tax expenditures
• Procurement preferences

• Collusion, corruption and competence
• Control of ownership opens up options through appointments and directives
• Sound legal and regulatory framework is a necessary, but not a sufficient condition for SOE performance 
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Basic entity types and externalities impact on 
allocation of PIM functions
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Institutional arrangements important for 
government-SOE PIM relationships 
and diagnosis of PIM for SOEs

Key role for PIM manual 
in providing detailed 
road map for conduct of 
PIM functions for 
different project and 
entity types & sizes.

PIM and project 
appraisal manuals 
supported by PFM 
legislation and 
regulations. 
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Diagnostic framework for PIM for SOE and other 
not-for-profit government entity projects

• Diagnostic framework for SOE and other government entity projects 
is formed by:

• Checking for the additional desirable institutional arrangements and their 
related indicators that cover the relationships between government and SOEs 
(or other government entity).  Indicators can be rated or scaled PEFA-style (A , 
B, C or D) according to the existence, quality and quality of the desirable 
institutions.

• Ideally, diagnostic framework for PIM for SOE projects would be applied in 
parallel or after applying PEFA-style PIM diagnostic to government investment 
management
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Additional desirable institutional arrangements and indicators for integration of SOEs and other government entities into PIM system
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Additional desirable institutional arrangements and indicators for integration of SOEs and other government entities into PIM system
(continued)

12



Next steps
• Expand OECD SOE survey to more emerging and developing economies
• Expand IMF Public Sector Balance Sheet (PSBS) database to more countries 

and years
• Review PFM legislation across countries and for general application to PIM 

and for specific application to PIM for SOEs
• Review, test and revise PIM for SOE diagnostic framework

• Note parallels with SOE governance reforms such as in World Bank, Corporate 
Governance of State-Owned Enterprises: A Toolkit, 2014, but focus on reform of 
detailed PIM functions 

• Conduct in depth case studies of PIM for SOE projects in a range of 
countries

• Use PIM for SOEs and other not-for-profit government entities diagnostic 
framework in conjunction with PEFA-style PIM diagnosis to identify gaps in 
PIM systems and initiate reforms
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