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Importance of SOEs in

energy and railway
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Breakdown by ownership structure of total turnover, 2008-2013
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SOEs play a particularly important role in network industries. The OECD estimated that in value terms
SOEs active in the network sectors represent about half of the total value of SOEs in OECD countries and 60%
of jobs. The energy and transport sectors alone count for about 40% of the total value of SOEs Valuation based
on market values for listed entities and book equity value for unlisted entities.



Econometric estimation -

data and methodology
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m Regulated Non-regulated Conglomerates

e Electricity Transmission and » Electricity generation, Energy companies active
Distribution; wholesale, retail in more than one
e« Gas Transmission and + Gas wholesale, retail subsector.
Distribution.
CETNWEVA Railway infrastructure managers Railway passenger and Railway companies active
freight in more than one
subsector.
Sample 946 companies,
size and 28 Member States
period Time period 2008-2013

Ownership structures

Majority-Owned Minority-Owned Private
>50% Gov Share 20% >Gov Share<50% <20% Gov Share
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Estimation results - 1/5
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Estimation results - 2/5
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EBIT
Profitability Return on Capital Employed (ROCE) Total assets — Current liabilities

@ Majorlty-SOEs (B1) e Minorlty-SOEs (p2)
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Staff costs a: :p:l;a;;i of operating Sta(j)‘ £ ;;555
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Estimation results - 4/5
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Leverage Equity to Assets ratio Sy
- 5 Total assets
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Estimation results - 5/5
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Fixed Assets, —Fixed Assets,_, +Depreciation
Investments Investment Rate -
Fixed Assets,_,
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Conclusions

No one-to-one relation between ownership structure of
firms and their financial results...

» Mixed picture in terms of profitability and efficiency;
» SOEs tend to have higher staff costs than private firms;

» SOEs' investment rates are either equal or higher than those

of private companies;

» SOEs' leverage ratios tend to be either lower or not different

from those of private companies.
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Data and methodology

e ORBIS firm data; All business sectors excl. finance

BG, CZ, HR, HU, PL, RO, SI, SK over 2004-2013

Minority SOEs included, i.e. >20% ownership (robust to using only
majority SOEs)

974,000 firm-year observations, of which 25,700 SOEs.
Ownership data improved using an iterative algorithm

e Empirical strategy
1. Assess performance variables of SOEs against private firms

Performancey = a + § SOE; + f controls i + y, + A; + €;;
Varlable of Interest: SOE dummy
Controls: slze, age, domestic and forelgn listing, forelgn cwnership

2. Assess the effect of the share of SOEs on sectors' allocative efficiency

AE definltion: followlng Clley and Pakes (1996)
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- ROE generally lower in state
owned enterprises, but gap
declined during the crisis

- In election years, the gap seems
to increase in the energy and
utilities sectors.



Results 11

European
Commlssmn

Productivit Total Factor Productivity _ - -
Y (% difference SOEs vs. private firms) Levinsohn-Petrin estimates
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Results III
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Allocative efficiency and fraction of workers
in state owned firms

Sectoral AE is lower when SOEs
employ a larger fraction of workers in
the sector.

Regression analysis shows that an
increase in fraction of workers in SOEs
by 10perc. points reduces AE by about
15%.

(mean) fr_émpl_soe_20

Fitted values @ AE
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Conclusions

Profitability and productivity of SOEs tend to be
lower than that of private firms, especially in
manufacturing

Performance gap became smaller during the
crisis, mainly because a relatively stronger
worsening in private sector

Sectoral allocative efficiency is lower when a
larger fraction of employees is working in state

owned enterprises
11/30/2015
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Debt-to-EBITDA EBITDA
indebtedness (pp- difference SOEs vs. private firms) Loans and LT debt
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Labour productivity
(% difference SOEs vs. private firms)
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