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Jean-Aymon Massie.
Our friend and the Working President, Jean-Aymon Massie passed away on 10 thJune, 2019.
Jean-Aymon Massie had a very active life, largely devoted to promoting transparency and
compliance with ethics principles. As the first Working President of the SOE Forum he
played a crucial role in promoting the SOE Forum among professional and specialists in
France, as well as in organizing in Paris, two roundtables devoted to the relationships
between the State and SOE. The meetings helped represented stakeholders to better assess
the challenges French Government and SOEs are facing in the current global context.
Since 1986, Jean-Aymon Massie had played a prominent role in supporting good corporate
practices in France. Among his major achievements are the setting up of the first “French
Association of Employees Shareholders” and of the “French Association of Corporate
Governance”- AFGE. He also played an active role in laying the foundations of the French
and the European Federation of Employees` Shareholders.
Jean-Aymon Massie was well-respected in both France and within the community of
international Corporate Governance experts. He spent a large part of his life bridging the
gaps between experts, practitioners and decision makers on Governance issues, not only in
France but also in a number of African countries.
We will always remember Jean-Aymon Massie by his humanism and altruism. May his
soul rest in peace and his legacy upheld. Our thoughts and prayers are with his family and
loved ones.
Dr. Naceur Bourenane
Secretary-General, The SOE Forum

The Resurgence of State Enterprises*
Far from privatization, they are in the midst of resurgent dirigisme

1. It was no news to watchers of State-owned enterprises when the Economist and
other notable publications reported the apparent expansion of State capitalism in
Europe, citing examples especially from France and Netherlands. Some are pointing
to the increasing dominance from the American and Chinese conglomerates – both
private and SOE – as the new reason for State action in key sectors in Europe. But
neither that nor the hang-over from the bail-outs in 2008 are sufficient reasons for
the current resurgence in state ownership around the world. The reasons may be
multiple and localized but the overall global situation is a complex one of growth in
SOE amidst reform in ownership structures and emerging concerns from their
international aggressive competitiveness.
2. Belying the hope of the multilateral bodies, SOE have indeed grown in size,
significance and economic consequence especially during the last 15 years. More so,
after the global financial crisis. OECD has stated that 22% of the world’s largest
firms are now effectively under Government control and are expected to remain a
critical constituent of the global economy and marketplace. Over 10% of the Forbes
Global 2000 are State-owned with 50.01% or more stake, owned directly or
indirectly. As of 2011, they come from 37 countries with their joint sales amounting
to $3.6 trillion. This exceeds the GDP of countries such as Germany, France or the
UK and of course, India. A survey of 40 countries, including India but excluding
China, shows that central SOE’s account for a value of USD 2.2 Trillion employing
about 9 million direct employees. The Chinese central SOE’s are estimated to be
over 10 times of that value and employing over 20 million. These are gross
underestimations as many non-corporate national entities in commercial operations
(such as Postal Organizations, Railways and some ports ) and sub-national ones (
State and Provincial level SOE ) are excluded.
3. It is also evident from research that SOE have started participating in “markets for
control” – with rising numbers of M & A deals involving SOE take-over of private
firms. A study of 335 M & A deals done between 2002-2012 among SOE around
the world indicates that most of them are: post-2008; concentrated in the Finance
sector followed by Energy and Mining; pursue predominantly objectives of shareholder value maximization ( about 64% ), innovation and rent-extraction than bailouts ( latter mere 10%); domestic deals but include sizeable cross-border ones as
well; majority acquisitions ( about 80% ). In some ways, the deal patters seem to
converge with the private sector profiles than diverge.
4. These developments have indeed made the discussion on private Vs public sector (
SOE) rather passé. Further, privatization is no longer a simplistic silver bullet but a
move among several complex asset management choices. For instance, it is evident
by now that a government can extract value creatively out of SOE assets for meeting
fiscal objectives without losing control, equally creatively.

5. It is personally gratifying for me to recall my published arguments since 1998 that
public enterprises (SOE) cannot be wished away or pushed away for four reasons –
continued requirement of corporatization of commercial activities of the
government; the lack of capacity to absorb the assets in the domestic market quickly
without adverse effect such as crowding-out investment for entrepreneurial activity;
reasons of potential re-nationalization / bailout of private sector in public interest.
Going beyond these earlier arguments, SOE have now become a key vehicle not
only for economic stability and growth but also for international competitiveness of
nations – so much so that multilateral bodies have now begun to worry about
distortions in international markets on account of State-ownership and control over
commercial enterprises that are increasingly getting globalised.
6. The current fear is that the SOE are not only supported by their respective
governments in terms of financial support, guarantees, preferential treatment in
purchases and speedier processing by the government thus lessening the relative
transaction cost but also by support through commercial diplomacy that is not
accessible to the private sector. There is imminent threat from hosting / importing
countries, of seeking legal remedies and levying countervailing duties on SOE
including a contention that many are indeed public bodies or government than
commercial enterprises. Pascal Lamy rued recently the huge size of Chinese SOE
and pointed out that the European Union has introduced regulations to prevent SOE
from access to preferential treatment such as low-cost financing – hinting at the
need to rein-in the SOE from aggressive internationalization leveraging on State`s
ownership. (As of 2017, central SOE in China had 9,112 entities in overseas
jurisdictions, with total assets of up to 7 trillion Yuan - ie about a trillion USD - and
investments or operations in 185 countries and regions).
7. Far from restraining themselves, many governments seem to be devising newer
ways of exercising control over corporations even with minor shareholding and
further their cause of “public / national interest” in international markets. This is
evident even amidst reform measures such as centralization of ownership structures
and articulation of ownership policy that have been propagated by the OECD and
the World Bank group over two decades.

-------------------------------------------------------------------------------------------------------------*First part of excerpts from an address by Prof. Y.R.K.Reddy, International Advisor in
Corporate Governance; Founder President, The SOE Forum & Founder, Yaga Consulting
Pvt Ltd, to the Think-Tank of SCOPE, New Delhi, India on 13 th March, 2019.

Privatization as the Last Option
It should not be like OTC medicine but a prescription under exceptional conditions
By
Dr.Naceur Bourenane
Secretary-General, The SOE Forum
Rod Sims, a very strong supporter of privatization for decades, declared a few years ago,
during the Melbourne Economic Forum that privatization is hurting productivity by creating
unregulated monopolies. He said “I’m now almost at the point of opposing privatization
because it’s been done to boost proceeds, it's been done to boost asset sales and I think it's
severely damaging our economy”. He was probably right.
Notwithstanding such critique privatization appears to continue as the first-choice cure for
economic and fiscal illness. In its 2018 report titled “Privatization and the broadening of
ownerships of SOEs”, the OECD noted that privatization is on the rise as a response to
pressure faced by Governments to raise fiscal revenues and reassess the role of State in the
economy. At a global level, the IMF still champions privatization as part of free-market and
deregulation policies. In Europe, the two key European Union bodies, the European
Commission and the European Central Bank, supplement it. The regional DFIs are to a
large extent echoing the approach and contributing to its implementation in developing
countries. Within this context, alternative approaches are not being considered – an attempt
in Greece some years ago indeed attracted ridicule as being childish.
Far from being restricted to the structural fiscal deficit or economic and financial crisis,
privatization is also being relied upon when a key country or sector economic performance
indicators are good – like a hammer in search of a nail! The waves of privatizations that
took place in many OECD countries and in particular in Europe, under the pressure of
European Commission are a result of the same approach. Privatization of large and strategic
infrastructure in Europe, such as the dams was not always linked to any mismanagement or
lack of good return in investment. It appears to be a political choice in favor of systematic
liberalization and market openness that benefits mostly the large companies. The French
Government has been pushing hard for more than a decade, to privatize one of the most
important and very profitable public infrastructure in France, Aéroports de Paris. It
emanates from the same thinking and approach: that private sector players operating in
deregulated markets are the only actor that ensures efficient management of all economic
assets, including state-owned ones; and that profit should go first to private entities.
Looking back at the economic and financial crises in different regions of the world, one
may conclude that the prevailing approach is indeed “social sharing of the costs of crises
and privatizing the benefits that may result from its resolution”.
Where and when, resistance to privatization is too high and conditions too stringent,
“parented” formulas are being considered as alternative solution, as the case with
hydropower electric dams in Europe. Put simply, when straight privatization is difficult to
process, innovative concession is promoted as an alternative. It would be interesting to
survey the agreements under which concessions operate and the way operating companies
are selected. They will likely show that concessions are often an underhand procedure for
transferring values from national communities to the benefit of “privileged” private entities.
In light of the hard evidence, i.e. the great number of documented failures, including in
advanced economies, one may question whether privatization as first-choice, in all cases
and under all circumstances, the fittest response to financial crisis and the best way to
enhance economic efficiency.

In many countries such as Algeria, privatization has contributed to the strengthening of the
monopolistic position of private companies that are often close to the ruling authorities. It
had contributed to the emergence of oligarchies that, in turn, capture governments as well
as civil servants. However, the effect of privatization appears to take a different turn in the
case of developed countries. In many advanced economies, it helped MNCs strengthen their
positioning and be more competitive in the global market, without any significant return to
the country.
From that standpoint, one may question if privatization is in all cases and under all
circumstances, the best response to a financial crisis and the best way to make the economy
efficient. One is not so certain given the numerous failures recorded, including in countries
such as the UK and Australia, and more recently Greece, Spain and Italy to name a few.
I am of the view that privatization should be the last option for any Government that
focuses first on the long-term wealth of its citizens with the aim of promoting inclusive and
sustainable development, including through empowerment of small and medium-size
private sector players. Privatization must be the last option than an automatic first-choice.
The quest for economic efficiency requires a critical review of the relationships between the
State and State-owned companies. Reforming and strengthening the governance of SOEs is
the shortest and less costly way to overcome economic crises and lay the foundations of
sustainable development.
In the Roundtable chaired by Mr. Jean-Aymon Massie (Paris 27 April 2017), Professor
Michel Roux advocated that the relationship between the State and SOEs be governed by
the principle of “Enterprises serving the Public”. With such an approach, the neutrality of
the State is guaranteed vis-à-vis the private sector and the SOEs.
Development Financial Institutions, in particular multilateral development banks such as
the World Bank, the African Development Bank, the Asian Development Bank and the
European Investment Bank, in close partnership with the other international institutions, in
particular UN agencies and the OECD should play a leading role in strengthening SOEs
instead of encouraging their hurried dismantlement. There is a large consensus among DFIs
on the need to move away from the Washington Consensus which should also contribute to
a more deliberated approach to privatization and in favor of strengthening the governance
system of SOE.

Program on Corporate Governance for Board Directors,
Held by ICDS & Capital Market Development Authority, Maldives
Facilitated by Dr.Y.R.K.Reddy, Founding President, The SOE Forum, 18 th Feb 2019.

Facilitators, Participants and CEO of CMDA along with the Honourable Minister
after the Inauguration of the Program

XVI Program on Corporate Governance
Effective Directors for Sustainable Competitiveness
Was held by Standing Conference of Public Enterprises, New Delhi with Lead
Facilitation by Prof.Y.R.K.Reddy, Founding President, The SOE Forum
On 14th-15th March, 2019, New Delhi.

The Inaugural Session with Secretary-General, SCOPE, Chairman, SCOPE,
Secretary – DIPAM, Ministry of Finance Government of India, Lead Facilitator and
the International Resource.

