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I Introduction 

A changing relatlonshlp bet\\een state and enterprise IS one central element In the economic 

reforms ot post-socIalist countries In most reformIng countries mass privatization has been a prime 

Ingredient 111 a menu of poilcles designed to se\ er the old lInks between state and enterprise and to 

channel Interactions 11110 the legal and regulatof\ form characteristic of developed capitalIst 

democracies Thus an Important Indicator of progress In the microeconomiCS of transItion IS the 

conditIOn of enterprise-state relations after mass priVatizatIOn In this paper, we present a comprehenSIve 

description of those relations 111 one former!\ SovIet-bloc countf\' MongolIa which adopted a 

comprehensl\ C \ oucher-prl\ atlzatlon scheme earh 111 Its reform program 

\\ e fOCllS 011 de~crlptlon pulilng together fragmentaf\ Information on the varied aspects of 

enterprISe state Interaction The purpose IS to provide an overall picture rather than exammmg causal 

undLrpll1llll1g" '\e\ Lrthck:,s 111 pro\ Idll1g description \\e are able to subject to scrutm\ common 

assumptlolb ahl1111 thl nature of enterprise-state relations In transitIOn countries 

~ot surprlslI1gh \\ c find e\ Idence of a state that Interacts \\ Ith enterprises In multifariOUS ways, 

mall\ of \\ hH .. h are h:lldh COIl~onll1t \\ Ith the role of the remo\ed regulator that IS the presumed 

oblectl\e ofma~~ rmatlzntloll The linage of the state as an absentee o\\ner which \\as popular In the 

eat h l[l1h ~[, l,t 1,1lhlllllll dl)l~ Ihlll..Oll1ude \\ nh the e\ Idence presented here \\ e find that Intenslt, of 

Il1tenclIOIl I" StWIlt-" n .. latld w the dl..gree of reSidual state 0\\ nershlp In enterprises enterprise-state 

Il1teractloll~ tl..lld Il) hI.. lOIlLl..ntrated III d subset of enterprises Indeed our results suggest the mClplent 

creltlOll oft\\() dtl!t..rl..l1t pm ltlzed sectors olle 111 "hlch there IS reSidual state o\\nershlp \\hlch 

aLLOUl1b tl,r a IJI =-1.. rrorl1fllOn of enterprI!>e-state Interactions and one 111 "hlch there has been complete 

prl\ atlzallOIl Illorl.. rCIllO\ ed trolll the statc 

Our result" come from olle coulltn Mongolia and therefore we can make no claims to generalIt) 

Rather the purpost. I~ sll11ph to add one data POJl1t to the stock of InformatIOn on transition processes 

TIllS b e~pLclalh thl.. L \!>l tor the poorel more Isolated countries for \\hom reforms JI1\ol\ed a much 
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more se\ ere logIstIcal and admllllStratl\ e problem smce there IS stili a dearth of post-privatIzation 

e\ Idence on countnes outside Central and Eastern Europe and RussIa 

Among such countries Mongolia's de facIo politIcal status as the sixteenth republic' ensured that 

It had the economic conditIons the ensemble of institutIOns, and the mdustrlal structure of a poorer ex-

SO\ let republl.. But Its de JUI e IIldependence meant that It began reforms earlier then comparable 

countries Mongolia also pursued pm atlzatlOl1 more vlgorousl) than did most other reformmg countnes 

Its pm atlzatlon scheme \\as relatl\ eh successful III channelmg a large number of enterprises through a 

consistent process 111 a short tlllle SectIOn II of tillS paper presents the background mformatlOl1 on 

I\10ngolla s pm aBzatlon process that IS necessan to place m context the e\ Idence of later sections 

As ha~ been frequent" noted pm atlzatlOn 111\ anabl\ results 111 the state retammg ownership m a 

slg1ll1lc:mt PlOportlon of enterprIses I I\l0ngol13 \\as no dIfferent as \\e document m Section III, 

presentlllg InformatIon on the sIze and dIstributIon ofretallled state o\\nershlp SectIOn IV exammes the 

state's formal In\ 01\ ement In the enterpnse b\ focuslllg on the compositIOn of corporate governance 

bodle<., and the presence ot £0\ ernment of1l-.lals on these bodle~ That sectIOn also anah zes data on 

\\ helhcl cnterpn<;e" p .. rcel\ e the sllpen ISlon ot a partIcular state el1tlt\ pro\ Idmg e\ Idence that the state 

~,-dl()n \ IOLll-.~ at ho\\ enterpl bes lobb\ \\ hen pursumg theIr political goals \\ e find clear 

e\ Idence tl11t til .. j()bh\ 111g actl\ ltle~ ot completeh pn\ate enterprises differ from those of the enterprises 

\\ llh re<;ldll1l st1te 0\\ nersh Ip The latter rel\ more on tradItIOnal ties \\ hIle the former tend to make 

more u",- ot I1U\ U d11nnel" that ha\ e heen made pOSSIble b\ the establIshment of democrac\ 

I ~H ... I'I'tl'r lIli [lIrJ.,. .. \\1t/119961 BIl!11JnJOrUN .. IIl([99~) and Eark Fr.dman andRapacZ\n~J.,.1(l99'p I"') 

In .. \Inti I,t tl' lh ... ,In. Il.'l\llh oj \~hl'1I1 [3[ JIl .. h lrJ IIlJ [3urgt!'" (199~ P 1328) and Fan and Schafkr 11993 p ~) on other 
trJIl,ItI,ln "llllntrl<. 
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In section \ I \\e turn to subsidies and soft budgets We examme a vanet, subsIdIes such as those 

through the bankll1g sector and through ta,\ authorities as ",ell as dIrect state fundmg of enterpnse 

actl\ Itles Agam there IS a clear relation bet\\een the degree of SubsIdIzatiOn and the extent of state 

0\\ ner~hlp ThIs relationsillp IS stronger for more e'\pilclt forms of SubsIdIes, and quite often non

eXIstent for less e'\phclt ones such as ta,\ arrears and commercial ban"- funds ThIS latter observatIOn 

suggests that aId to state enterprISes IS part of the open political process, rather than bemg hIdden In the 

arcana of gO\ ernmental deCISIons SectIon VI exammes ",hether the SUbsIdIzatIOn translates mto 

managerial perceptIons of soft budgets suggestll1g that managers m the state sector mIght be somewhat 

more optImistIc about state aId III troubled times than the obJectl\ e eVIdence on SubsIdIes would JustIf\ 

Sectlon<; VII and VI II turn to the state s 111\ ohement m transactIOnal process In an mstItUtion-poor 

tranSitIon em 11 on 111 ent a state \\ Ish111g to pur~ue the pubhc \\elfare could certaml\ find mark.et faIlures 

111 need 01 correction The beneficent state could find opportumt\ to act as facilItator of transactions and 

resoh er of dIsputes \\ hlle a \ enal ad111111lstratlOn could mten ene m a manner that IS common m the 

characterizations of thL rent-seek 1I1g 11leraturL \\ hlle our data do not allo\', us to determ me \\ hlch type 

01 <;tltl \\ e are ob<;er\ 111!!. the\ do <;ho\\ a hIgh le\ el of state actl\ It\ 111 enterprise transactIons As 

L U~h)nh.1 lhl.. <;!..l!l h III \ oh ld In .1 sign diLant proportion ot enterpn~e sales some of \\ hlch enterprIses 

\ le\\ as 111andawn purchasls The state also pla\ s a large role as medIator of disputes 

~ectlon I \. condude~ b\ look111g at the degree ot concentration ot enterprIse-state mteractlons 

Clelrh 1 n1m~\\ ~ll of enterrn~e~ IS the most frequent object of the state's attentions and these 

enterpn~l~ .:IrL l~l1L'" \\ Itll a h 1~1l share at reSidual state 0\\ nershlp The picture that emerges IS of a 

cohe~1\ e stlte <;\..\ .. tol that has arI~el1 after the pn\ attzatlon process 
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11 Mongohdn Pm atlzatlOn 

After a peaceful re\Olut!oll and democratic elections III Mongolia III 1990 a broad coalitIOn 

gO\ ernment began S\\ eeplllg econom IC reforms The centerpiece of these reforms was priVatiZatiOn, 

\,hleh occurred In three different programs for small enterprISes large enterprISes, and agriculture 

Here \\ e focus on the privatization of the large enterprises, \\hlch began In March] 992 In the next four 

vears 483 large enterprISes were privatized 55% III 1992 30% In 1993, 12% In 1994, and 3% m 1995 

On the supph side large pm atlzatlon \\as hlghl} centralized \\Ith enterpnse themselves havmg 

little scope tor declslon-mah.lIlg All large enterprises \\ent through the same method of privatizatIOn 

The state retamed 0\\ nershlp Interests III some enterprises deCISIOns on the size of which were made b\ a 

tangle of actors In the ear" cntlcal phases the PrivatizatIOn Commission \\hlch had the power to make 

detailed deCISIOIl~ \\ ,b led b\ a POlitiCian ad\ ocatlng the most e\.tenSI\ e reforms possible and \\as 

stafted b\ lJh.e-llllllded IIldl\ Iduals The Pmatlzatlon Commission \\as an arm ofa government that was 

much more consendtl\e but \\hlch tended to Ignore the details ofprl\atJzatlOn GUidelines which 

defined the enterpmes that \\ere to remalll under some degree of state o\\nersillp could be loose" 

1I1terpreted b\ the Pm at Izatlon C Om1llIS'iIOll staft Enterprrse Illslders \\ ho had no formal pov, er 

\\ll111\Ll d~lllcj I1l\1I1hlk~~ lI~l obfll:,\,.atlLln and deb\ to pll~h their Interests Informal bargammg 

rathlr than Oplll ddlJll led to tht. dt.lbillm on reSidual state shares 

Um.t.. tht. ~t Ill. sh lit.. \\ as deCided 111 the conte\.t of the appro\ al of a privatizatIOn plan an enterpnse 

\\41<; corror1t171.d \t that tllne control shifted I11tO the hands of the general director the \\orkers, and the 

PII\ atlzallOn C Llllllll b:'lon as PUl1l1\ e representatl\ e ot future shareholders Enterprise shares were then 

schedukd tor s1k 011 [he stoch. e'\change not for cash but for vouchers 4 Even citizen had received a set 

1 hi' 'edllli prl'\ IJe' onh Ih lIliormallOll n~ee~'Jn hlr an under~landll1g of the general COnll. ... t 111 \\ hleh the paper s results 
~ho\JIJ re pllel. \ dl.lllkd lHln IL\I 0i \l\lllblliian prJ\aIlZallOn appears 111 horsun and Murrell (199'\) 

• Hell'll h Irl \Ill \1 'l cd Illlhl l .. n r 'publrl. unpIO\('L' hJd Ihe optIon ot bu\lI1c share, al thl nomll1al openll1g price 
\lhld1 II h n 1, .. J llil Ihl. I1l1l1~ \ rlul. olnd J ... , I' L llllnJld\ lhl~ conCI!<;~lon \la~ ralhl.r ul1Imponanl sillce lhl. openll1g pnces 

(continued 
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of se\ en non-tradeable vouchers for large pm atlzatlon Markets m whIch vouchers \\ere exchanged for 

shares detenlllned the allocatIon of enterprise shares betv.een mdlvlduals EnterprISe employees could 

bU\ shares 111 theIr o\\n companIes and tim v.as a \erv popular option In the sample of enterpnses that 

torms the ba~J~ for tim stud) the mean resIdual state share IS 20% mSlders and their famlhes own 35%, 

and outsIders .. b~o 

In MongolIa as 111 mal1\ other tranSItion countries mSlder owners can more easIly gam 

representatIon on corporate bodIes than can non-state outSIders On the one hand, mSlder sharehold1Og 

probabl\ resulted from concerted efforts on the part of employees to hold a large share 10 theIr own 

enterpmes (h..or~un 199») On the other non-state outSIders had fe\\ mechanisms to create blocks of 

shares I Il\ estment funds ha\ e not been popu lar and ha\ e a SIgnificant ownership share 10 onlv a small 

numbLr ot entt.rpn~L~ \ ouchLr~ \\ele non-tradeable so that mltlal share o\\nershlp v. as dIffuse The 

second an tradIng oj shares offiCIal" began onh 111 August 1995 onh ten months before our data was 

collected A.lthough there \\as hea\ \ tradll1g ot stocl-. m that ten months thIS IS a hmlted amount of time 

tor tormatlon oj slgnlflLant outSIder pcmel B\ IllId-1996 on" thIrteen percent of enterpnses reported 

all\ rre"enCL 011 theIr hn1ld" oj II1dl\ Idual<; represent!l1g Ill\estment funds or large outSIder shareholders 

Uth~ I hp~ ... b ",I I e!"lllll Pll)'::LLd~d ~Onl1nUOLl:>l\ thlOughout 199 I - I 996 although not \\ Ithout man) 

setbad,,, on the \\ 1\ I orlllal It berailzattol1 ot the econom\ \\ as announced \ en earl\ 111 the refonn 

proce~~ but 3LtU .. li i1bLlJllzatloll proceeded more slo\\l\ due to the effect ofl1Ogermg mterventlons By 

the end ,'f J Qq~ 1tlu the I1JiurL (\f Illltl'll attempts at stabIlIzatIon runav,a\ lI1£1allOn no longer v. as a 

d .. lI1t-LI Illl\\L\LI 'InLL that tllne succeSSI\e gO\ernments ha\e been III a struggle to mallltalll fiscal 

( LOlli lillie I I 

tendLd 10 hL .Ihll\ L IhL aULllOn PrlCL" and ~lnLL JhL tamlilL' ot emplo\ ees \\ ere not allo\\ ed to participate III the concesslonan 
dL II till! 1I1ll1111l_ L.JeI] Llnplll\ LL' LOIlLL"lon Ir\ pur ... h 1,0.., I,) thl\~': share~ that could be bought \\lIh the .:mplo\l;:': S o\\n 
\ (\U~IlL r, I ilL ,\\ d\\ ilL Imll1_ !ll1IMIt\ 01 L mph" LL 0\\ n~r'h,p rL>ulted tram emplo\ ee participation III the audlon process Just 
a' .I1l\ LIU/LI] p~ U I"'Jt~d In til II pmLL' 

'>LL HIllIn (I I}I,.:, 11\1 dl' ... U~'lllll 01 ,t.lhIlIlJuon anJ \Iurrdl Dunn and ,,"orsun ( 1996) tor the de\ elopment of price 
IIhLrali/au", 
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balance \\ Ith one consequence bell1g that lI1f1atlon remained Just above 50% m 1995 and 1996 Growth 

resumed b\ the middle of 1993 after a relatl\ el\ m lid (for transitIOn countries) fall m GOP of 18% But 

concurrent \\ Ith that fall there \\ as a catastrophic drop 111 IIvll1g standards as a result of the Withdrawal of 

So\ let aId \\ hlch durll1g the 1980's had been as high as 30% of Mongolian GDP 

In mid 1996 \\e sune\ed 249 enterprises In Mongolia \\-ell over half of the enterprises that had 

passed through the large pm atlzatlOn program The survey covered all enterprISes In the national 

capItal Ulaanbaatar and all enterprISes In the regIOnal centers of eight of the remalnmg twenty-one 

adl111111stratl\ e dl<;trtcts (all11ags) ot the COUlm\ The response rate for the survey \\-as effectlvelv 100% 

III Size and DistributIOn of State 0" nershlp In the Prn atlzed Sector 

As has been treqllenth noted (Plstor and Turi,e\\ Itz 1996 Brom and Orenstein 1994 Earle 

Fn dman and Rapacz\ II1:>hl J 993) mas:> pm atlzatlon IInanabl\ results In the state retammg pantal 

0\\ nershlp In a large number of enterprtses Mongolian privatization \\-as no different In thiS respect as 

Table J sho\\ s State 0\\ nershlp a\ erages 20 1 % across the sample of enterprises 56% of enterprises 

ha\ e no state 0\\ nel:.h Ip J 3° ° ha\ estate mlllof\t\ 0\\ nershlp and 31 % ha\ estate maJorlt\ 0\\ nershlp 

The <;plhe III thl.. dl"trIhlltlon 1t ::- 1°0 ob\ lOllS" suggests the alln ofretammg a controllll1g II1terest In a 

slzeab k prl1poI11\.)1l L11 pi 1\ at 171..J t:nll..l pi 1,,1..::' The d Istft but Ion of state 0\\ nershlp shares IS roughh 

~1111 tiM to that IlHlI1d b\ PI:>tor and T Urhe\\ Itz (1996 p 197) after the first \\a\ e of priVatization m the 

Czedl Repllbll(. J{u:>:>la has It::.~ lesldual state o\\nershlp \\Ith estimates forthat countr) m the 10-13% 

nnge (Dolgopl1h1\ I J 9e)O:; P 10 and Shlelfer and Vasllle\ 1996 p T2) 

The 20° 0 1111.. 111 !>ldte slnre I11lght b(. a poor indIcator of econom IC Importance If state 0\\ nershlp 

\\ere correlated \\!th enterprtse size Table 2 therefore presents some \\etghted means of the state share 

uSlllg four measures ot enterprise size as \\elghts 0 Two different enterpnse valuatIOns were generated 

[Jr.!. ~ omit' d It I llll on\. ultl.rpn'l. \\1111.11 I' I\.r\ 11rll. compared to all other enterprises and l\hlCh has lefl large state 
(l\\n\.r,hlr iIH.lu\llln III lill' ~Illl.rpn\l. lIoulJ tUld III ob"l.url. the general picture anal\zed In that Table 
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dUring the pmatlzatlOn process one based on the book value of net assets and the other reflectmg the 

relat!\ e \ aluatlons that Mongolian citizens placed on the enterprises when vouchers were used to buy 

enterprISe shares The second and third rov. s of Table 2 report the size of the state share based on these 

\aluatlOns II1dlcatlng that the state retall1ed shares 111 enterprises that were larger than average 

In 1995 the re tradll1g of shares began In preparation, accountmg data on the book values of 

enterprises 111 199.+ \\ ere Circulated v.ldel) 111 the media 7 The value of the state share based on these 

\ alues IS gl\ en 111 the fourth rov. of Table 2 There IS a small declme from the analogous value at the 

tllne of pm atlZatloll Much more remarkable IS the change 111 II1vestors' valuatIOns of the relative worth 

of enterpnses ha\ Il1g a residual state share Bet\\ een the II1ltJal public offering and the first ten months 

of re-tradll1g the \alue ot the state's reSidual share fell from 29% of the privatIzed sector to 19%, 

accordll1g to the reckollll1g of 111\ estors' ",ote ho\\e\er that these t\\O stock market valuations 

represent the asse~sll1ents of 1\\ 0 different sets of 111\ estors Durll1g pnvatlzatlon all Mongolian CItizens 

made \11\ e~tll1ent dt:clslons \\ Ith their \ ouchers each Citizen ha\ II1g an equal amount of voucher 

purchasll1g p0\\Lr In subsequent tradlllg bu\er~ used cash the pnman bu\ers bemg II1slders almmg to 

II1crease their <;tlh III thell (\\\11 entcipnsc<; and large outSider 111\estors hopll1g to obtall1 controllmg 

OnL ol,\ IOU~ dlll1L1blOIl alollk- \\hlch one mIght e\.pect state-o\\ned enterpnses to differ from those 

\\ Ith Ih) re~ldual ~tate 0\\ ner~llIp IS III sectoral compositIOn ~ Of se\en aggregate sectors the state tended 

to ret'l111 hIgher sh 1rl..<; 111 enterprises 111 the agricultural products sector and In v.holesale trade a large 

sharl l,t thl.. btl\,. r hllll=- lOl1l..erned \\ Ith the procurement and dIstribution of agricultural rav. materIals 

"lllll1. \.n1\.rr I", dlJ Ih)l suhmlt 19l1-l ;l\.l.ounb nt:cl.~~ltattng tht: ust: ot tnflatlon adlusted 1993 \ alues for these enterpnses 

I hi' \\ I Llu\. III \.h 1I1==,' In rdJlI\1. \aIU.ltilln' till. statt: did not st:lI am shares tn alread\ prl\atlzed enterpnses at thIS stage 

"\.I. hl\ , 1I1 JnJ \ 'urrdl ( 1l1l1b J 1M an 1m \. 'tigatiun ot the determmants of state 0\\ nershlp based on a much smaller set of 
t:nt,rr n " 
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and processed agricultural products ThIs sectoral composltton IS consistent wIth the regional 

dIstributIon of resIdual state o\\nershlp \\hlch IS hIgher m rural areas 

IV Formal Ties <\rlsmg from 0\\ nershlp 

A sImple \\ a\ of ascenamlllg '" hether state o\\'nershlp IS meamngfulls to ask enterprises know 

whIch specIfic authorlt\ exercIses the state's ownershIp fights In the enterpflses wIth state ownershIp, 

full~ 91 % of respondents Identified a specIfic government entltv Moreover, 65% of enterpflse dIrectors 

met \\ tth thIs authortt\ at least once a month to dISCUSS enterpflse affairs a rather large figure 10 view of 

the sometimes form Idable costs of such meetmgs m thIs poor but vast countn EVldenth the state IS 

not a dlslllterested 0\\ ner 

The PartnershIp and Compal1\ La\\ of MongolIa of 1995 gIves shareholders the power to select two 

board::. The BO..lrd 01 R~presentatl\ es b analogous to a U S board of dIrectors Such boards came 

11110 e\.lstence slgnlficanth after mam enterprises \\ ere prl\ attzed because the first compa", la"" the 

EconomIc EntIties La\\ of 1991 dId not mandate theIr formatIon 10 The Audltmg Board has deeper 

and l11urJ..l~r root-. III th~ process of transit 1011 It IS the II1stJtutlonal successor of the onh board ongmaIl) 

mand1ted tM pm allzed enterprIses III the EconomIc EntItIes La\\ the "Control Counct! " The Control 

C (lUll .. d:> \\ I.rl. ~ 1.1I11,)1l~ 11\ hI Id bet\\ een the monItoring unlb of the old centralized adm 1I1Istrat1\ e S\ stem 

and a G~rman-t\ pe supen Ison board a group of outsIders elected b\ shareholders to momtor com pam 

operations r\ccordlllg to the 1995 La\\ the declared functions of the audltmg boards are much closer to 

those of an auditor But there IS stIli some rather broad language for example the audnmg boards are to 

supen I,e the J .. tI\ I!I~S of the management of the com pam " 

Table::. 3 and -l present data on board membershIp The central conclUSIOn from Table 3 IS that the 

state c; 0\\ nersillp IIlterest I!> represented The formal mechanIsms of corporate gOvernance are workmg, 

1 h.lr ~,\I't~n~ \\~, mind Ih.d on" III Ju" 199., attt:r amt:ndmt:nts \\ere passt:d 10 the Economic Enllll~~ La\\ 

I -\rtl~k ~-l lIJU'~ 1 part 1 Ollh~ Partn~rshlp and Compa", La\\ of Mongolia of 199) 
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at least as e\ Idenced b\ these rudlmentan measures smce state representation IS ahgned w1th ownershIp 

But the proponlOn ot board membership IS not necessanh the correct measure of the strength ofthe 

state s representation an 0\ en\helmmg anm need onl} send a smgle messenger Therefore, Table 4 

pro\ Ides e\ Idence on ho\\ rna", enterpnses ha .. e some state representation on their boards That 

eVidence suggests that the state's presence reflects more than Just ownership for example, fully 41 % of 

enterpnses \\ Ith no state 0\\ nershlp have a government offiCial on at least one ofthe boards 12 

There IS a clear difference bet\\een the ~o boards governmental membership on the board of 

represematl\ es IS more closeh aiJgned \\ Ith 0\\ nershlp than It IS for the board of auditors There are two 

possible reasons e'\planatlOns Perhaps the state stili "ants a role III momtormg the affairs ofpnvatJzed 

compallles and IS able to use Its PO\\ er to gall1 a presence on the mOnltormg board the board of audItors 

Altematl\ eh the Illstoncal generation of the t\\ 0 boards might pro\ Ide the explanation The boards of 

representatl\es \\ere usualh tormed slg.nlficantl\ after pn\atlzatlon "hen prl\ate owners were natural 

candidates the pre-cursors to the boards of auditors "ere formed before pn .. atlzauon at corporatlzatlon, 

before pm lte 0\\ ner::. \\ ere "'110\\ 11 Inenl3 could then e'\plall1 the larger gO\ emment presence on the 

\ Lobin IIIg 

Lobb\ 111~ I::. IIlI. OppOSltl. Side oj the pIcture trom gO\ ernment representatIOn on boards enterprIses 

reachlllg out to attect pollc\ Sun e\ respondents rated the Imponance of different methods of lobbymg 

\ ta l1leJllth .. r~ ()j plJillll1ellt offiLlale; of the parent or former parent mmlstn government offiCials who 

an .. a-..qullnt 1Jh..~" 111.111 ll,-ellll.llt at other enterprtses and buslI1ess aSSOCiations The lobbymg route most 

I L omp 1rI'llll \\ Ilh l1th~r tr.lIl,lllun lountrl~~ sutll!r~ lrom thl! lad. of comparable published data Plstor and Turke\\ltz s 
(1996 P 22 ~) ~ummaf) 01 r~prl!'l!ntallon III the Czech Republic seems comparable to the sItuation In Mongolia BlasI and 
~hklk ll996 P 1I'11 luunJ lint I ,0 ° 01 th~ 1l1~ll1hLr' 01 a ~mall ~ampll! of RUSSian boards \\ere state offiCials a figure that IS 
almo't ... \acth Ih ... ~.lIn ... a, Tahk 3, I, 1°. "c.ure lor c.o\ernml!nt ojficlal~ In an offiCial capaclt\ on board~ ofrepresentauves 
I-or RU"II In dmolll PI,lOr and Rapoll/\ n')...1 (1996 r 2(8) repon almost the same figure as \\e do (46 4°0) for enterpnses that 
h l\~ I' k (lilL ,t Itl. r~rrl" .. llt ltiH' Illl th .. lr r>,larJ, 01 dlr~llOr' Gl\l!n th:lt re~ldual state o\\nershlp afl~r prl\atlZallOn In 

RU"III I,m .. r th 11 III \lLlIlLoh~ Ihl' 'U __ L't' tholt th .. RU~'IJIl stat~ ha, been more perslslent In securing representation on the 
t'toard III II hlllh prl\ JIII .. d LompanlC' thJn ha .. Ih~ 1'.1onl!oila stal~ 
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Indlcatl\ e of the contlnuatlon of past ties based on state 0\\ nershlp IS the use of officials of a parent or 

former parent mlllistn The route most representatl\e of the ne\\ institutIOns of market democrac) IS the 

use of a bUSiness association or formallobb\ group The data on the use of these two lobbvmg options 

are presented 111 Table 5 

1\ot surpnslllgl\ contacts \\ Ith ministries are more Important for enterprISes with a residual state 

share IIldlcatl11g that 0\\ nershlp pro\- Ides a formalized role for contact With the old structures The 

enterpnses \\ Ith no state 0\\ nershlp tend to use aSSOCiations more than the enterpnses with state 

o\\nerSlllp But there IS stIli much 0\ erlap bemeen the methods used by the different tvpes of 

enterprises Onl... \ le\\ of the prI\ atlzatlon process IS that It was a means of breakmg the power of 

mmlstnes and for RUSSia Shlelfer and VasIile\ (1996 p 68) claim that thiS strate g) was effective The 

data III TabiL .., gl\ e eqUl\ ocal e\ Idence 011 tillS POl11t for ~longolIa Clear" the old mlmstnes are less 

Important fOJ complete!.. pm atlzed enterprISes 1\e\ ertheless 0\ er half of the enterprises With no state 

0\\ nershlp lIst a former parent mlllistn as an Important contact 10 the lobb\ 109 process 

\ I SUbMdlc<; lnd Soft BudgCb 

Pm atlzatJOI1 aIm., to harden budget constralllts both 111 actualIt\ dnd 10 perceptIOns Our data 

retlLd ,111 hLlth a"rl... ... h 

EnterprlSL" g 1\ L 111 formation 011 \\ hether the\ had recel\ ed a \ anet\ of SubSidIes In the prevIous 

fiscal \Lar fund:. or 10al1!:> tor 111\estment direct SubSidies credit \\tth Interest rates belo\\ the market 

rate ta,\ relIef or debt relIef I Table 6 summanzes tiltS information listing the percentage of enterprises 

that had recLIHJ at leaq one subsld\ \\ IHle the reported t\\ent\-t\\o percent IS In the conte ... t ofa 

go.. ernmLnt taclllg se\ ere fiscal constraInt::. thIS le\ el of SubSIdies IS slgmficanth belo\\ that observed In 

a sllnIlar sun e\ of RUSSian enterprISes (Alfandan Fan and Frelnkman 1996 P 167 185, Earle Estrm 



-11-

and Leshchenko 1996 p 228 ) While the presence of subsidies IS correlated with state ownership. 

ne\ enheless of the fift\ eight subsidized enterprISes twentv-three have no state o,"nershlp 

BasIc accountll1g data gl\ e a complementan \ lew of the financial mteractlons between government 

and enterprISe ,,"ornal (1993 P 316) cites financial Subsidies tax concessIOns or postpomng tax 

commitments reschedulll1g of loan pavments and provldmg new soft loans as the pnmary mgrcdlcnts of 

soft budget constramts In Poland for example tax arrears rather than explIcit subsidies are the pnmary 

mechamsm of soft budgets (PlI1to et al 1993 p 245 Belka et al 1994 p 11 ) As Table 7 shows, tax 

arrears are a slgl11ficant source of Implicit state aid for Mongoha enterpnses although the fact that more 

enterprISes are III arrears on protits ta\. than on social II1surance suggests that tax arrears are not simply 

due to less profitable enterprises be111g unable to pa\ In contrast to the analvses presented above and 

also 111 contrast to th~ situation III RUSSia and Poland (Belka et al 1994 p 3] Earle Estnn and 

Leshchent..o 1996 P 228) there IS no e\ Idence that ta\. arrears especlalh help state-owned enterpnses 

Table 8 focuses on loans \\ hlch are l111ponant to e\.amll1e sll1ce there IS deep government 

111\ 01\ ement III cellllllKrclal banklllg IIlciud111g 0\\ nershlp It IS difficult to make a case that the 

commercial hant..lllg <;ector IS a larg.e source of Subsidies With mfiatlon approxlmateh 3 5% a month 

Intere<;l r11~' ;1r~;1. hlt-h rl.ll k\~I~ Till. proponlon ofenterpnses o\erdue on pa\111ents IS belo\\ 10% 

much smalkr thJn tho ... c 111 arrear!> on ta\.e!> 111 l\1ongoita much smaller than Similar figures for RUSSia 

ti- all L~~ and Sdl..lt t ~ I 1996 p 1-l9) and le!>s than 111 the Czech Republtc (Rona-Tas 1996 p 26) 14 

EnterprI<;e" \\ Ith <;tlte em llerShlp ha\ e sllghtl\ lo\\er Interest rates than do other enterprises but have no 

grvltl.r tl.ndl.lh.\ t_' bl. o\l.rdlilo 111 thl.1l loan pa\ments nor to borro\\ from commercial banks I~ 

" Blanl.harJ ( 194~ r II ill) Id .. ntI11e:" til .. nlJIO ... our~ .. 01 hldde:n subSldlC!S 10 Poland appears as banI. loans 

In I,<,IIOJ 'I II ... nh.rrrl'c' h1\ c ndtcr J" .. ~' I., IOJn' (13.:II.a t:t al 199-1 p .lOl \\ hlle In RUSSia there: appears \(1 be equal 
a~,- .. ", 1M ,tat .. Jllcl rn\ III/cd .. nt .. rprl' .. , (/ an L .... and Schatle:r 1996 p 159) 
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But enterprISes also borro\\ from the state 16 The last two columns of Table 8 provIde pertment 

e\ Idence \ 1aJoI It\ state-o\\ ned enterprises ha\ e superior access to state loans 17 Of course the malO 

channel of funds to enterprISes under the old S\ stem v. as not loans but rather dlrect ald especlally for 

lmestment projects Table 9 sho\\s that tillS source offunds has fallen to very 10,,", levels, Dolgoplatova 

(1995 p 15) found state sources of lIlvestment four times more frequent In Russia Nevertheless, state 

enterprises recel\ e the lion's share of such resources 

To \\ hat e\.tent do these financlallllteractions translate mto perceptions of soft budgets? The 

e\.lstence of SubSIdies of course IS not the S\ nom mous v.nh soft budgets because subsldles can be 

unrelated to enterprl:.e performance (,,"ornal 1992a p 10) SImilar" the absence of exphclt subsldles 

does not Imph hard budget constralllts slllce assistance can be channeled In ways other than dlrect 

financ lal SLlbSld H.:' Thus \\ e asl-.ed enterprISes the follov.lIlg question deSigned to ehcn thelr 

understand111g of the Irl-.elrhood of state aId If theIr enterprISe came upon hard times 

Suppose that unfortunate marh.et condItions resulted 111 a sudden drop m your 
enterprise s re\ enues so that \ ou might ha\ e to la\ off workers Ho" IIkeh lS It 

that th~ gm Lrnment (either national or local) \\ ould help \ our enterprise out so that 
It \\()uld 11l)1 be f0rced tl\ It:, financial situation to la\off\\orl-.ers') Please mdlcate 
\ our e\red111011 of the IIJ..eh gO\ ernment reaction b\ choosll1g a pomt on a scale 
from (I w 10 - a 0 means \Oll that thl11l-. that the go\ernment \\ould do 
ab"'llluI~h 1ll1thlng IL1 hdp out and a 10 means that \OU thlill-. that the go\ernment 
\\ould cl)ll1pktd\ lll..Jh LIp for the declrne 111 re\enues 111 some \\a\ and a 5 
mean:. th~ gc)\ernment \\ould mah.e up half the declll1e 111 re\enues 18 

AI.cord111g ll) 1 Jbk 10 270
0 01 enterprISes e\.pect some form of help when thelr enterprises are 10 

dl<;tIL<;<; 1 ~o 0 e\rld tint the gO\ ernment \\ould maJ..e up more than half of a declll1e 111 re\enues B\ 

changll1g ~~..Jk lll1~ ~Jn Interpn. t the ans\\ ers to the abo\ e question III terms of the degree of softness 

I 1 h~ d ltJ l11l ... tJtL. 1"JIl' rwoJbh 0\ ~r~IJtL. thL nOlI problem SInce mam of these loans are from pre\ lOUS \ ears 

r JIl LL.L. JIlJ ~dlJI kr ( I Yl)6 r 1-1.» rL.r0rt no ~orrLialllln bellI een the loan source and 0\\ nershlp t' pe In RUSSia 

" 1 hL. QUL'lI"1l U'l. I unt(lrlunJt~ mJr/....r wm.illIOlh a~ the cause of the enterprise S problems rather than am \\ordmg that 
l.oulJ h 1\ l. bl. .. 1 t 1/.. .. 1 1,1 Illlph th It Ihl. LIlll.rrrr,L. 1\ J' r"pOIhlblL lor Ih pill!hl to n.mo\ e an\ ethIcal ~ontent from the ans\\er~ 
~1l11111rh II l. tll,U'L. I "11 L.mrhl\ 111<.111 J' 11lL. obJL.L.lI\ L. 01 thL. gO\ ernment aid to reduce the negat/\ e connotations trom admlttmg 
IhL. r~cL.lrt 01 \u,il I J Lmplll\ ment mJlntenJIll.e 1\ abo a ill-ell goal of gO\ ernments In transition em Ironments 



-l3-

of budget constra1l1ts For e~ample (see last column of Table 10), the mean score IS 1 23, whIch 

mdlcates that on a\ erage enterprISes belle\ e that 12 3% of lost revenues wIll be made up b) government 

There IS slgmficant \anatlon across ownershIp types for non-state enterprises It IS 7 5% of revenues and 

for state-maJont\ 0\\ ned 24 I cro of re\ enues 19 

One question that naturalh arises IS whether the perceptions of enterprises seem Justified given the 

pre\ 10US figures on financIal mteractlons For example, comparing Table 6 to Table 10,225% of 

enterprISes reponed some j..lIld of SubsidIes v.hlte 27% reponed an expectation ofa soft budget For 

maJorJt\ state-o\\ned enterprises 32% recel\ed Subsidies v.htle 42% expect soft budget constramts 20 

TIllS suggests the posslbtllt\ of 0\ er-OptlmlSI11 concernlllg state aid especlallv for state-owned 

enterprISes posslbh reflect1l1g lags III e~pectatlons as described b) Kornal (1993 p 332)' when 

finanCial dlsclpllm. IS bell1g applied more forcefulh [a] quite long period must pass before the actors 10 

the econon1\ start belle\ IIlg that the state s conduct 111 tillS respect has changed for good and all ' 

\ II The State a" Customer 

The state I~ 1 customer \\ nh an equl\ ocal character \\ hen bu\ mg the state could be us10g Its 

pemer to pursue goal~ other than economic efficlenc\ perhaps usmg mandator. purchases as a 

r0iltlcalh che1p l11e1n~ (\fta,\atl(\n 1\,e\ertheless 111 an ell\lrOnment "here marj..et mfrastructure IS 

e'\trem~ h r(lOr and \\ h~l c on h a fc\\ \ t!ars ago the state \\ as the sole pro\ Ider of dIstributIon services It 

IS pO~:'lbk III plllh.lpk thJt :.t..lte pun.hase:. represent efforts to fill market lacunae Addltlonall), of 

course there art! st1te purchases normal 111 am countr. needed for the pro\- ISlon of public goods 

BecaU<;L ('1 thh 3mblglll!\ 111 the role of the state as a customer the sune) aimed to discern which 

state purcha~c, \\ ere on a commercIal baSIS and \\ lllch IOvoh ed compulsIOn Enterprises \\ere as"-ed 

,- \, I.lr.l' lln~ c\l1lu,L~ 11"111 non wmpJrablt! dar.l I'.longoha he;:, bet\\Lt!n Poland and Russla.m terms of soft budgets 
Pmt!) d .II \ 199:! r II) and Pml(l el al ( 199, P :!-I3 found essenllall\ no e'pectallon of government help In Poland \\hlle Fan 
and ,",dl.ll kr I 19'J' r ,6) anLl ,",ukl.l , 19l}-I P -12-1) r~pon \\ IdesprLad solt budgets for RUSSia In ) 993 

I h~ ,ub'ldl~' r~p\'rtcJ 111 1 anI. (1 (1\ ~rllr \\ 1111 Ih(,,~ In Tabk, ~ 9 so thaI It \\ ould be double counting 10 accumulate all the 
3rran!,~I11~llb 11~I~J 111 th~" lank, 
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\\ hlch sales to the gO\ emment \\ere freeh negotiated and which ones were mandated _I The data In 

Table I 1 sho\\ that 18° 0 of sales go to the gm, ernment on average a dramatic change from five years 

pre\ IOU"I\ \\ hen 0\ er 60°/0 of enterprise sales \\ere mandaton state orders ThiS IS a higher percentage 

than obsen ed b\ Bell-..a et al (1994 P 16) In Poland In 1992 but significantly lower than m RUSSIa 

(Alfandan Fan and Fre1l1h.man 1996 pp 167,186 Earle, Estrm and Leshchenko, 1996, p 228) As In 

Poland and RUSSia the proportion of sales that go to the state IS correlated with state ownership 

Sull enterpnses classlf\ more than one-third of sales to the state as mandatory, a low figure In 

comparatl\ e Illstorical conte .... t but ne\ ertheless signIficant 111 a countn where such purchases could be 

unconstltutlon .. d The correlation \\ Ith state 0\\ nersillp e .... pected from pre\ 10US tables IS also present m 

mandatof\ purchases 

\ III The ~tdtc as i\ledl.ttor 

L ndel central plannll1g the state adl11ll11stratlon \\ as the fount of contact enforcement and the 

arbiter of II1ter-enterpnse disputes that enterprises \\ ere not able to resoh e themseh es In the transltlon 

period enterprJse~ are remo\ ed from the hlerarcillcal S\ stem but the econom\ lacl-..s the dense networb. 

of leg11 Inqltll\JC'lh and II1f0rJ111 I mechanisms for contract enforcement and dispute resolution that are 

\.hJI 1. .. l\.1 1:>11" l11 I1llIh\.L \.,"l)I1L)I11I\.~ Thul.. I:> \\ Idl.. s"ope tor co:>t" transactIOnal failures For better or 

\\or~1.. St,lll.. ottl"IJb h1\c thl.. po\\er to step Into thiS breach pro\ldmg dispute resolution services 

Our sun I.. \ a~hd \.l1terpnsc~ W II1dlcate the Importance of a vanet) of mechanIsms used b\ 

enterrrl~1.. ~ In til\. t\\ l) rre\ lOll" \ ear~ for sol\ 111);. disputes \\ Ith their customers of suppliers Among the 

111\.l..h lI1hllh \\ u I.. otllu (I \. thll d part\ ) enterprises ban"-s gO\ ernment courts pn\ ate arbitration, and 

pm ate securlt\ enterprlse~ (the latter taJ..en to 1I1clude organIzed crime) Formal court proceedmgs were 

b\ the tar the 1110~t med alterna\J\ e \\ Ith gO\ ernment the ne .... t most common Table I:! summanzes 

II _,1"1 ,,'u_II 1111,\ 1111110 1(' _,'\~rnl11~n, Il1\oIhl11.nt \\h.:th.:r or not th.: gO\.:rnm.:nt \\a, th.: uillmat" consumer 

'>1.1. HI.I1JI\.\ d I (19(r) 1,1r J d\.~cnrtlon 01 such rrobl<!m~ 111 RUSSIa 
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Important elements of enterprise responses on dIspute resolution contrastmg the use of the courts and of 

gO\ ernment l1l resoh 109 dIsputes \\ Ith the chIef private sector alternatl\ e The use of government 

mten entlOn to resoh e dIsputes IS correlated \\ nh state ownership Nevertheless more than one quarter 

of ful" pm atlzed enterprIses had been the reCIpient of such government Interventlon 

IX ConclUSion A Cohesl\ e State Sector? 

We have sho\\ n that the Intenslt\ of many of the interactions between the state and enterpnses IS 

related to the degree of state 0\\ nersh Ip Th IS obsen atlon raIses the question whether enterpnse-state 

interactIons are concentrated mto a narro\\ set of enterprises rather than beIng spread across the 

prl\ atlzed sector 

To e\.amllle the degree of concentratIon of enterprise-state inter-relations we comptled Simple 

sum man data on the total number at IllteraCtlons bemeen each enterprise and the state Twenty-one 

possIble lllteractlons \\ ere e\.am Ined among those listed above In choOSIng the speCific mteractions to 

e\.amll1e 1\\0 crltena \\ere used FIrst the interactIon should c1earh be one that IS state promoted rather 

than entel pn"e Illltld!~d In ordel foclls all gO\ erl1men! Inten entlon Second there should be no double 

C(llln!lll~ through the l11c1u~IOll of dIffer ell! reports of the same actl\\tles E\en gl\en thIS second 

cnten(111 l)ll~ \\lllJiJ not e\pe\.! a Sll1g1e enterpllse to e\.hlbJt all of the interactIOns since mam activities 

such as dIfferent torms at subSld\ are substitutes for each other 

Table 13 summarizes the pertl11el1t ll1formatJon EnterprIse-state Interactions are heavtlv 

concentrat~d III enterprISes tlllt ha\ e some state 0\\ nerslllp \\'htle 7~°-'o of complete" pm ate enterpnses 

ha\ e threl! or fe\\ er InteractIons fulh 82 0
0 ot enterprIses \\ nh maJont\ state ownershIp had four or more 

interaction" ThIS IS strongh suggestl\ e ot a polIc\ mechantsm that IS conscIous of o\\nerShIp when 

deCISIon, are l1lad~ 011 "peclfic tnten enttons Into the enterprise sector ThiS conclUSIon IS buttressed by 

the ob"L1 \ 1tlOn that those ll1ten entlons most correlated \\ nh 0\\ nershlp are e'\.plJclt state aCt!\ ltJes (state 
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loans fundmg of Imestment projects) rather than measures channeled through more mdependent bodIes 

such as the commercial banks (or e\en the ta\. authorities) 

These results stand m contrast to some \\ Ideh held assumptIOns about the tranSitIOn envIronment 

and to observations on other transition countries Certamly, after mass privatization m Mongoha. state 

beha\ lOr does not conform to the assumption of the disInterested owner that has been commonplace 

(AghlOn Blanchard and Burgess 1994 p 1328 ) The results also mdlcate that there IS a stronger 

correlation bem een 0\\ nershlp and mteractlon with the state m Mongolia than has been observed m 

Russia for e\.ample (Commander Fan and Schaffer 1996 p 8) In contrast to Stark's (1996 p 126) 

obsen auon that propert\ transformation has resulted 111 the blurring of boundanes between public and 

pm ate In Hungan the data presented abo\ e suggest an mcreasll1g delmeatlOn m Mongolia Whereas 

Rona- Tas (1996 p 23) concludes that 0\\ nershlp IS mele\ ant 111 the II1teractlons bet\\een the Czech state 

and Czech enterprises our result~ suggest that 0\\ nerslllp IS Important m Mongolia 

The question that naturall\ ames IS \\hat mechantsm leads to the s)stematlc pattern ofmteractlons 

IdentIfied ab,)\ ~ There are se\ eral pOSSibIlities First the enterpnses that have resIdual state ownershIp 

might ha\ e d I fterent characteristics tlnn others and It IS these charactenstlcs that are Important rather 

thJn st1k ('1\\ 11.. :>lllp p,-I s'- S,-cond le~al constraInts on the e\.erclse of state po\\er mIght cause the 

state {(\ to\. u~ It:> attentions on tho~e enterpnses \\ here It has an 0\\ ner s PO\\ er ThIrd mformal norms 

mIght bl.. Jllead\ 111 place gUldll1g ll1tenentlons to\\ard those enterprises for\\hlch the s\mbol of state 

0\\ ner<;hlr g1\ e" sanction to state ll1ten entlOI1 Fourth and relatedh the obsen ed pattern of enterpnse

~tatl.. mh.ractI011'" I11lght result tro111 paternalistiC patterns ofbeha\lor bemeen subordmate enterprIse and 

superior bureaucntlc 0\\ ner (I-,-ornal 1992b p l4-l) Lasth fa 110\\ Ing Shlelfer and V Ishl1\ (1994), the 

presence of state 0\\ nerslllp mIght alter the financIal IIlcentl\ es of the state and of management None of 

these 11\ pothese:> I~ Inconsistent \\ nh the others but It remams to be seen whIch one can most adequateh 

e\.plall1 the resu Its that 11,1\ e been presented TIllS IS the subject of further research 
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Table 1 The DlstnbutlOn of ResIdual State 0", nershlp In Mongohan Pn\ atlzed Enterprises 

Percentage Number of 
Percentage share 

state 0\\ nersh I p EnterprIses 
of the sample of 

enterprIses 

0 140 562 

1 ·19 6 24 

20-29 8 .. ., 
-'-

30·39 11 44 
40·..t9 6 24 
50·.,9 66 265 

60-69 6 24 
70-79 0 00 

80 89 3 12 

9099 3 1 :2 

T.lbll:2 \1l1~un~ of the ProportIOn of the Prnatlzed Sector Onned b, the State 

'VI eIght used 111 cak ulatmt. mean state share 

UIl\\elghtLJ 

Boo" \ alue 01 entLrpnse at tllne of prI\ atlzatlon 

SlOC" marh.et \ alliatlOIl of enterpn~e III 
thL \ ollLhL r dLlwm mated auct 1011:. 

Boo" \ alue of enterprISe III 1994 

StOL" 111;11 h.et \ aluatloll usmg a\ el age pnCL III 
the fir~t ten month~ of secondan tradlllt-

WeIghted mean of the percentage state 
0\\ nershlp of pm atlzed enterprIses 

20 1 

31 9 

294 

299 

192 



Table 3 Size of State RepresentatIOn on Corporate Boards 

Percentage Membership of the Board of 
Percentage Membership of the Board of 

Representatl\ es Means Over Sets of 
Auditors Means Over Sets of Enterpnses 

Enterprises 

Set of State officials State officials III All state State officials State officials III All state 
enterprises III official role unofficial role officials III official role unofficial role officials 

All 13 1 17 149 283 64 347 

No state 
16 3 1 48 160 9 I 25 I 

o\\nershlp 

MlIlonl\ stalL 
199 00 199 334 32 366 

0\\ nersillp 

MaJorlt\ state 
310 00 31 0 483 28 51 I 

0\\ nershlp 

T .lhll 4 Prcslncc of State Representatl\ es on Corporate Boards 

PercentagL of Enterprises \\ nh Go, ernment RepresentatIOn on 

~Ll 01 Board of Rerresentatl\ e~ Board of Auditors One or both of the 
enter n .... e .... boards 

All .f6 .f 48 1 637 

'l\t) SI ltl I"" 0 348 415 
0\\ IH!rslllp 

\11110rJt\ St1tl 6.f .., 51 6 806 
o\\J1er~hrp 

Malor rt\ statL 893 693 947 
0\\ nershlp 



Table 5, Importance of Two Different Types of Lobbvmg Contacts 

Importance of Contact 
Type of (% of enterprISes) 

Set of enterprises Contact Very Not 
Important Important Important 

All Ministries 13 53 

BA/LG 18 51 

No state MInistries 9 47 
0\\ nershlp BA/LG 25 53 

MlIlont\ state MinIstries 16 61 
o\\nershlp BA/LG 6 48 

Malont\ state MlIllstnes 17 62 
0\\ nersillp BI\'LG 10 50 

B-\ LG BuslnL:':' I\ssoclatlons or formallobb\ groups 

Tabll 6 The ProportIOn of Enterprtses Recel\ mg Subsidies 

Set ot enterpn<;e, 

-\11 

'?\,o state o\\nershlp 

MIIlOII!\ statL 
o\\nersillp 

MaJorlt\ state 
0\\ nersillp 

Percentage of enterprISes reporting 
that the\ recel\ ed subsidies In 1995 

2::! 5 

164 

~5 8 

32 1 

34 

31 

44 
22 

23 
45 

22 
40 



Table 7 Indicators ofEnterpnse Subsidies through the Tax S)stem 

Effect 1\ e Percentage of Percentage of Percentage of 
corporate Income enterprises enterprises with enterprIses with 
ta'\ rate for those earning positive more than one more than one 

Set of enterprises profits that \\ ere year's worth of year's worth of 
Enterpnses earning pOSltl\ e assessed corporate corporate Income SOCial Insurance 

profits Income ta'\ tax Itablhtles habJlltles 

All 028 829 225 159 

No state o .., ~ 776 250 160 
ownership 

-) 

M III 0 rlt\ state 
029 8" .. 250 143 

o\\nershlp 
~ ~ 

MaJ0nt\ statl 
0"'''' 908 176 164 

0\\ nershlp 
~~ 

Table 8 Thl Pre, AllUll of LOdn~ thl Le\eb of Interest R.ltes, and the El.tent of OHrdue Payments 

Set 0j Percent1!,.\.. oj A \ erage month h Percentage of Percentage of Current loans from 
enterprt<;e., enterprt<;e" \\ Ilh II1tere<;'t paid on enterprises 0\ erdue enterprises the state as a 

current 101n<; loans frolll on loans fro III recelvmg loans proportIOn of total 
commercial ban"s commercial banl...s from the state current loans 

All 339 6 10 94 95 228 

")\.0 stlt\.. ro 629 108 59 149 
0\\ ner~lllp 

M mont\ state 214 62) 36 7 I 333 
o\\ner<;hlp 

Malont\ statl.. 3, 8 )72 93 162 338 
o\\ner<;hlp 



Table 9 The Percentage of EnterprIses Undertakmg Investment and the Importance of State FundlDg 

Percentage of Of those enterprises Percentage of 
enterprises Vv Ith currently mvestmg Investment 

Set of pOSltl\ e the percentage that expendItures 
enterprtses mvestment uses state funds for derived from state 

dunng 1995 Investment sources 
), 

All 41 3 76 57 

No state 375 44 44 
o\\nershlp 

MlI1orlt\ state 32 I 00 00 
0\\ nershlp 

MaJorJt\ state 507 132 85 
o\\nerShlp 

Table 10 Perceptions of Soft Budget ConstralDts 

Percentdge of enterprises choosmg score 
on the soft budget scale 

> 

Set ot 
0 1-4 5 6-8 9-10 

Means of the enterprise 
enterpn<;l ~ responses 

All 
...,~ 

Ij 12 6 4 3 1 ..,., 
... .:> 

No st111 
81 13 .., 3 075 

0\\ nershlp 

M mOrlt \ 
state 77 12 6 3 0 078 

0\\ nershlp 

M310rlt\ stall )8 I ~ 13 II 6 241 
o\\nershlp 

-~ 



Table 11 Sales to the gOl erument as percentages of total sales 

Set of enterpnses 

All 

No state o\\nershlp 

Mmont\ state 
0\\ nersillp 

MaJont\ state 
ownership 

Sales \\ Ith gO\ ernment Involvement (as 
bu\ er or Intermedlal)) as a percentage of 

all sales 

184 

14 1 

227 

244 

Sales mandated b) the 
government as a percentage of all 

sales 

7 1 

50 

86 

103 

Table12 Percentages of Enterpnses Usmg VarIOus Methods of Dispute ResolutIOn 

Set of enterprise::. 

1\11 

1\0 statl.. 
0\\ nershlp 

\11110111\ 51.11.. 

o\\nershlr 

l\hlorJt\ st.tl.. 
o\\nershlr 

Percentage of enterpnses reportmg the use \ anous methods of resolvmg 
disputes \\ nh theIr supplIers or customers 

lntenentlon ot Use ofcouns Use ofpnvate methods 
[20\ ernmel1l (arbItratIOn secunt\ Finns etc) 
.,. r 

382 

28 1 

..t 19 

553 

61 0 

61 2 

51 6 

645 

..,-- .., ... .) -
237 

194 

237 



Table 13 The Intenslh of Enterprise Contacts with the State 

Percentage ot enterprises wIth the followmg numbers 
of contacts wIth the state 

Set of 
0 2 or 3 4 5, or 6 7,8, or 9 10, 11, or 12 

enterErlses 

All 48 502 353 80 1 6 

No state 79 721 193 07 00 
0\\ nershlp 

Mmorlty state 32 323 645 00 00 
o\\nershlp 

Malont\ state 00 179 526 244 5 1 
0\\ nershlp 


