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Abstract

State-owned enterprises are recognized by many names and, as well as the
name, the definition also often varies across countries. Despite the efforts made by
international and professional organizations from all over the world, but also by
researchers, until now there is no unanimously accepted definition. The aim of the
paper is to examine the understanding of state-owned enterprises’ concepts in various
research areas and to offer a definition that includes a multitude of research streams.
In achieving the objective of this research, a qualitative analysis was conducted.
Through descriptive and thematic investigations, our review provides an
interdisciplinary and international overview of the current understanding of the state-
owned enterprises’ appellations, and characteristics. Through our proposed layout
which comprises the main characteristics of SOEs, we offer support to governments in
delineating the boundaries of their sectors.
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1. Introduction

The importance of state-owned enterprises (SOEs) in the global market, but
also in a state economy is crystal clear for economists, politicians, and area researchers.
The share of gross domestic product (GDP) contributed by state-owned enterprises
(SOEs) still represents an important part of global markets. More than 10% of the
world’s largest firms are state-owned from 37 different countries, and their joint sales
represent more than 6% of world GDP (Buge et al., 2013). In Organisation for
Economic Co-Operation and Development (OECD) countries, the value of SOEs is
more than 2 trillion USD and employs over 6 million people. Despite massive
privatization efforts during the past decades, the state often retains a central role in
some strategic sectors of the economy, especially utilities, and infrastructure (Ennser,
2014). There is the belief that SOEs are and will be an important part of economies,
especially in developing economies (Papenfus et al. 2019; Ennser-Jedernastik, 2014)
and former communist countries.
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Generally, SOEs are companies totally or partially owned and controlled by
the state. In addition to the implications that derive from state ownership, SOEs have to
fulfill multiple objectives. SOEs are recognized by many names and, as well as the
name, the definition also often varies across countries. Despite the efforts made by
international and professional organizations and researchers from all over the world,
until now there is no unanimously accepted definition. The defining concern of the
SOEs concept has played only a marginal role in the previous research.
Surprisingly, there has not been any systematization of the knowledge regarding SOEs
definitions. The unquestionable importance for scholars and practitioners researching
or working with data on SOEs is endorsed by the progressive restructuring of market-
based economies. The state’s control over productive property figures largely in
heterodox economies discourse. These challenges were the starting point for a literature
review intended to examine the understanding of SOEs’ concepts in various research
areas and to offer a definition that includes a multitude of research streams.

Through our proposed layout which comprises the main characteristics of
SOEs, we offer support in delineating the boundaries of their sectors. We consider that
this research based on a multi-disciplinary approach and a broad range of perspectives
will be specially used by emerging countries that, like all the other countries, need to
have clearly delimited sectors and, most of the time they do not have the necessary
resources as professional bodies, qualified personnel, to fulfill their obligations as
regulators. This brings us to the outline of this article. After an introduction that
describes the current state of art and the importance of the study, we derive the
methodology used to achieve the aim of the paper. Further, section 3, comprises the
research results highlighting aspects concerning SOEs definition. The conclusions of
the study follow in the final section.

2. Methodological approach

The analysis of the role of the state’s control over the productive property in
the progressive restructuring of market-based economies figures largely in heterodox
economics discourse. That is why research that clarifies what should be categorized as
an SOE is of unquestionable importance for scholars researching the subject and
working with data on state-owned entities. In achieving the objective of this research, a
qualitative analysis was conducted. Through descriptive and thematic investigations,
our review provides an interdisciplinary and international overview of the current
understanding of the SOEs’ appellations, definitions/ key elements, and characteristics.

A preliminary step was performed aiming to determine what labels were the
most used when referring to these types of enterprises. The result of the preliminary
step was that the most commonly used terminology is ‘state-owned
enterprises”/“SOE”. The methodological approach used in order to analyse the
academicians’ point of view presumes four steps. First, a selection of papers was
performed, based on relevant keywords: “state-owned enterprises” and “SOE”. We
carried out an electronic search in WOS and screened the studies by scanning the
abstracts and titles. In the second step, we screened studies by reading the full abstracts
and/or text. We were interested in discovering the different contributions from the
research areas: business administrations and public administrations (Mauro et al.,
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2016), the most relevant disciplines in studies approaching SOEs considering their
pattern of activating at the intersection of sectors (Grossi and Steccolini, 2015).
Previous studies reveal that governments are directing more attention and spending
more resources on the improvement of their system of governance, accountability, and
performance measurement and management (Broadbent and Guthrie, 2008; Mauro et
al., 2016). Consequently, the enthusiasm of previous research should gravitate around
governance, performance, and accountability to be included in this analysis. The third
step in data-gathering, consisted in reading the full text of the studies included in this
investigation in order to eliminate the loosely focused papers. The last step consisted in
analysing three types of information: bibliographical, methodological, and manner of
defining SOEs.

3. Findings and discussions regarding state-owned enterprises’
definitions

3.1 The variety of terms used in literature

Although state-owned enterprises are common, the terminology often differs
from country to country. The specific literature reveals that, depending on the country,
different terms are used when referring to state-owned enterprises. Besides, not only
the term used when referring to this type of company is different but also their
characteristics. For instance, there are countries in which SOEs have to be wholly
owned by the state, while in others there are no limitations in terms of control
percentage. Due to the range of companies that are considered state-owned enterprises,
we looked for related terms and how these terms were defined in the literature. Figure 1
illustrates the variety of terms used worldwide in referring to this type of company.

Figure 1. The variety of terms used when referring to SOEs
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Taking into account the fact that SOEs is the most frequently used term among
those listed above, we decided to focus our study on discussing the SOE concept, but
not before saying a few words about the other widely used terms in the literature:
“government business enterprises”, “public enterprises” and “hybrid organizations”.

Government business enterprises are defined as “public companies limited by
shares and organised under corporate law” (Wettenhall, 1998), “involved in
international activities” (Wettenhall, 1992) which “had to compete against the private
sector” (Coates, 1990). Analysing the definition used by Coates and Wettenhall, it can
be observed that government business enterprises are not recognized as a part of the
public sector. Due to the changes that arose through public sector reforms, they started
to apply and be organized under private law. In our opinion, even so, government
business enterprises are public companies that act at the intersection of the public and
private sectors, because public ownership requires more than in the private sector. It
implies social responsibility for their decisions, trust in their actions, and transparency
for the use of public money.

Some authors are using the notion of “public enterprises” when referring to
SOEs. Thynne and Wetternhall (2001) state that it is inaccurate the use of the term
“public enterprises” in referring to a particular organizational category. Public
enterprises are ‘“‘established through regular company formation procedures”
(Wettenhall, 2005) and represent a “functional category conducted by government
(national, regional or local level) or another non-departmental-organization, with
functions such as commercial, executive, regulatory, adjudicative, appellate or
advisory” (Wettenhall, 2004). Also, Grossi et al. (2019) highlight through the
definition provided the interdisciplinary character of SOEs. Another important aspect
endorsed by them, but disapproved by others, refers to the fact that public enterprises
are conducted by governments. The first consequence of these contradictory statements
leads to important gaps in the identification, definition and organization of these types
of companies.

From another point of view, SOEs are considered “hybrid organizations that
have elements of state ownership and control on one hand and private participation in
ownership and control on the other” (Bauwens et al., 2020; Bruton et al., 2015). Being
created by the government (Koppell, 2007) and operating in both the market and public
sector (Grossi and Thomasson, 2015), these hybrid organisations are structured and
managed according to the private sector but created to address public needs, in an
attempt to increase the efficiency of the public sector (Comforth, 2020; Thomasson,
2009). With a long history in the USA, they were designed to accomplish specific
policy objectives, while achieving performance requirements related to the policy
objectives (Koppell, 2007). The term used by Bruton, Koppell, Grossi and Thomasson
focuses on and succeeds in highlighting the position of these types of companies in the
public and private sectors. Moreover, through the term “hybrid” they recognise not
only the positioning element, but also the activity (split between market and public
sector) and legal form element (created by governments, but organised according to the
corporate law).
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3.2 The main characteristics of state-owned enterprises

Some authors prefer to define the concept of SOEs using the definitions
provided by international organizations (Kloviene and Gimzauskiene, 2014), while
others define the concept using key elements as ownership, control, objective, activity,
legal form (Avsar et al.,2013; Bajona et al.,2010; Collins et al.,2013; Du et al.,2012;
Ho, 2012; Holz, 2011). Even if the definitions provided by authors usually approach
the term by combining at least two of the identified key elements, SOEs are non-
uniformly understood and defined by researchers.

A broad definition of the concept is given by Bozec et al. (2004, 2007), who
indicate the connection between the governments and SOEs by nominating them as
arm’s length corporate companies. In both articles (2004 and 2007), the authors define
SOEs as companies established to pursue public policy and commercial objectives,
highlighting their ability to operate in many important sectors, aiming to provide
services and goods to the consumer. Considering the fact that Bozec et al (2004, 2007)
argue that SOEs are not exposed to pressure from the stock market, we can deduce that
even if SOEs could have commercial activities, they still have a special statute in the
public sector and their commercial characteristic definitely doesn’t imply the same
obligations and rights like in the private sector. Goldeng et al. (2008) also present a
rather broad definition, which additionally highlights the non-economic goals followed
by governments through these types of entities, such as the need for public control over
natural resources, employment, or social issues.

Another definition is provided by Lin et al. (2003) who define SOEs from a
control and ownership perspective. They consider that the ownership characteristic
may be insufficient in practice, complementing the definition based on ownership
criteria with another one grounded on the control characteristic. In other words, SOEs
are defined as enterprises either partially or totally owned by the state, in which control
is exercised directly by the government when it comes to major policy changes or
delegated to the SOEs board’s members (Li et al., 2014; Papenfuss, 2014; Siqueira et
al., 2009; Wang, 2013; Wettenhall et al.,2009; Zhu et al.,2007).

Even if researchers provide definitions of the concept using key elements such
as ownership, objectives, control, and legal form, we were able to identify, on one
hand, important restrictive criteria, and on the other hand several controversial issues.
The discussions are presented in the following section in a structured manner
depending on the key elements.

Ownership. One of the most studied elements of defining relates to ownership
criteria. Based on our analysis we identified three different approaches related to the
ownership structure. The first approach recognises as SOEs only those entities that are
wholly owned by the government (Bird, 2015). By introducing the restrictive criteria of
state ownership (100%), significant enterprises that still meet all other criteria are not
recognised as SOEs, and consequently, the whole picture of the sector is patently
distorted. The second approach focuses on SOEs as companies partially owned by the
governments, introducing the hybrid character of SOEs. Hybrid SOEs have elements
of state ownership on one hand and private participation in ownership on the other
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hand (Bruton et al., 2015). Even if, this approach is less used by researchers, scholars
should devote additional attention to this organizational form that generates significant
revenues and represents some of the world’s largest firms (Bruton et al., 2015). A more
permissive approach is the third one, being the most widely used from the sampled
studies (Belloc, 2014; Chan, 2009; Chiwamit et al.,2014; Ding, 2014; Hertog, 2010;
MacCarthaigh, 2011; O'Conner et al., 2004; Stan et al.,2014; Sun et al.,2005; Wang,
2014). From our point of view is a more reliable approach, considering that it
acknowledges both types of state ownership (totally or partially).

Control. For the analysis regarding the control criteria of our pool of papers,
we refer to our bibliographic analysis, which shows that the publications focus on two
different types of control: direct and indirect (Millward, 2011; Sun et al., 2005; Wang,
2014). The difference between direct and indirect control is that under the first, the
government has the power to set the organizational, social, and political objectives of
the SOEs, while under the second, SOEs would not be (anymore) to government
control. As the subject of indirect control, SOEs are transformed from an integral part
of state bureaucracy into legally independent entities, entailing substantial delegation of
decision-making rights (Chiwamit et al., 2014; Hauptman et al., 2015). Party-state
control of SOEs is a puzzle to many researchers (Chan, 2009; Chiwamit et al., 2014;
Cooke, 2006; Goldeng et al.,2008; Sun et al.,2005). For example, Bird (2015)
highlights the influences of party-state control and how it works: governments still
have the power to control the long-term policies of the subjected SOE, while the board
is responsible for the short-term strategies. There is a belief that due to economic
difficulties, the state often cannot fully support these activities, resulting in a mixture of
public and private ownership. However, it is crucial that the state remains in control,
being able to intervene when deemed necessary to do so, in order to defend national
interests. In other words, using the control key element, SOEs can be defined as
enterprises either partially or totally owned by the state, in which control is exercised
directly by the government when it comes to major policy changes or delegated to the
SOEs’ board members.

Activity. The activity criteria is another key element used by researchers in
defining SOEs. We were able to identify two types of activities used by researchers in
defining the concept: commercial activities and non-commercial activities. Although,
SOEs were created to pursue goals other than profit maximization (Enderle, 2001),
they became much more (yet not completely) market-oriented (Cooke, 2006). A
common insight derived from the studies is that researchers have disagreed on the
SOE’s activity. On one hand, Goldeng et al. (2008) and Sun et al. (2005) reported that
SOEs are entities with a large number of social/political roles and obligations,
recognising (only) the non-commercial type of activity. Chiwamit et al. (2014),
MacCarthaigh (2011), Morsing (2011), O'Conner et al. (2004) defined SOEs using the
commercial type of activity. However, a considerable number of studies recognised
both types of activities undertaken by SOEs in practice (Bozec et al., 2004, 2007; Bird,
2015; Chan, 2009; Kankaanpaa et al., 2014; Stan et al.,2014). In our opinion, it is the
most reliable approach, because, SOEs are still fundamental enterprises with high
strategic importance for national security, and domestic and economic livelihood
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(Chan, 2009). Even if SOEs were initially created to achieve either non-commercial or
commercial objectives, we believe that in order to provide a comprehensive definition
of this type of public entity, it is more appropriate to consider both types of activities.

Legal form. Despite the highlighted interest in studying SOE’s ownership and
control, it is surprising that the legal form characteristic has attracted such limited
research attention in the scholarly literature. The practices demonstrate the use of one
specific regulation for this kind of enterprise or the use of corporate law. On this
matter, Wang (2014) recognises that SOEs are regulated by corporate legislation, while
Morsing (2011) argue that SOEs should comply with a legal framework tailored in
accordance with their specific characteristics. Even if, for the purpose of this paper we
are considering both types of legal form, we consider that the most appropriate form of
regulation is the second one, the specific regulation. SOEs are unique, essential, and
complex public entities, which ask for and should embrace a specific regulation.

Objective. By analysing the studies focused on state-owned enterprises, we
were able to identify that SOEs could have economic, social, and/or political
objectives. There is the belief that SOEs are instruments of their holders to meet their
political objectives, promoting social and political unification, securing national
defence, and related to strategic considerations (Bozec et al., 2007; Chan, 2009). On
the other hand, SOEs are recognised as useful strategies to pursue social goals
(Goldeng et al., 2008; Koppell, 2007), while others define SOEs recognising only their
economic/commercial objective (MacCarthaigh, 2011). A broader approach that
perceives SOEs as entities with mixed objectives is endorsed by Bird (2015) -economic
and political; Bruton (2015), Millward (2011), Stan et al. (2014) -social, economic,
political; Morsing (2011) -social, economic; Sappington et al. (2003) -it should be
mainly social objectives; Sun et al. (2005) —mixed objectives only for "partially
privatized" SOEs. Even if the authors recognise the mixed objective of SOEs, some of
them highlighted one of the goals as being principal. For example, Sappington et al
(2003) focused on the social objective as essential, while O’Connor et al. (2006)
displayed the commercial objective. So, SOEs serve the economic, political,
and socio-economical spheres of society, reflecting the multi-purpose reality of society
(Enderle, 2001).

4. Conclusions

As markets where SOEs operate become increasingly competitive, the role of
the state’s control over the productive property in a progressive reorganisation of
market-based economies figures largely in heterodox economics discourse. Our study
aimed to determine what type of entities should be categorized as a state-owned
enterprise is of unquestionable importance for scholars and practitioners focusing on
the subject and working with data on SOEs. By comparing and discussing different
academic definitions of SOEs, we identified the key elements that should be used in
defining SOEs: ownership, control, activity, objective, and legal form. Furthermore,
our work has proposed an explicit, neutral, reliable, transparent, and rigorous
framework for defining SOEs based on the previous literature. The brief overview of
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the main features of the SOE may help identify and clarify a number of critical issues,

which led to the proposal below (Figure 1).

Figure 1. A comprehensive layout of the main SOEs’ characteristics
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The importance of the layout (Figure 1) could be explained as follows. First,
the ups and downs of the reform process of SOEs over the last decades generated a
wide range of variants of SOEs. Second, the questionable role of SOEs in providing

public policy functions and the extent of government business activities in the

economy led to important gaps

in terms of governance, transparency, and
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accountability. Third, a proper definition of SOEs will positively affect research on
SOEs and help countries understand how such organisations can play key economic
and development roles (Buge et al.,2013). Forth, the generally and neutrally proposed
layout is meant to capture the entire casuistry, useful for future studies approaching the
macroeconomic and microeconomic areas, as well as commercial or even public sector
studies.

The results of this study show that scientific literature authors prefer to use one
of these definitions or they are just describing the term. Although a definition is not
provided, they focus on the effects of reforms or events that affected SOEs, and on
explaining SOEs through their importance in the economy, their role, and the way they
operate. The terminology used by academicians is state-owned enterprises, government
business enterprises, and crown corporations.

The imperative achievement of the study is that the main features of SOEs
identified through this investigation must be used altogether both by practitioners and
academicians in referring to SOEs. The definitions of SOEs provided by academicians
have a comprehensive approach linking different key elements, but most of the time,
no more than two or three key characteristics. For example, the researchers who
address topics such as governance and performance in their research provide complex,
but not restrictive definitions, while researchers who discuss topics such as accounting
and accountability treat the concept in a restrictive way, providing simpler definitions,
and often using criteria as ownership and control.

The results of the paper are relevant both for scholars and practitioners, as it
clarifies aspects regarding the complex topic of SOEs. Besides, acknowledging that
there is a shortage of research on the SOEs concept, it closes the gap in the literature
related to the existence of an article focused on the definition of this term. The studies
selected for this review provide insights into the challenges faced by governments in
different settings, therefore the results of this investigation might be generalized at the
international level. Through our proposed layout that comprises the characteristics of
SOEs, we offer support in delineating the boundaries of the sectors. However, further
research in the area of SOEs concept is still needed. There is still limited insight into
the appropriate design and influences of interfaces between theory and context.
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