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ABSTRACT

The aim of the article is to make a systematic review of the state of corporate governance
literature on SOEs for the period from 2017 to 2023 post the work of Daiser et al. (2017).
Overall, 904 papers were systematically reviewed from two databases, namely, Emerald and
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Elsevier. The review shows that there is an increase in the volume of research on governance
of SOEs in general and Chinese SOEs in particular. The agency theory, quantitative
methodology with archival panel data analysis and Chinese centrism are dominant features of
the reviewed papers. Ownership structure and board characteristics are among the most
researched governance variables. The findings reinforce that the extant calls for further
governance research involving multi-theoretic approach, qualitative methodology and varied
contexts remains unresolved.

1. Introduction

Economic institutions are always means and never

ends. Rarely does any mode of organization
dominate another in all relevant performance
respects.

Williamson (1985, p. 408)

The global demand for good corporate governance
(henceforth CG) gained a growing momentum
following the prevalence of large scale enduring
financial crisis, collapse of renowned companies and
high-profile corporate scandals in different corners of
the world (Aguilera et al., 2015; Bozec & Dia, 2007;
Claessens, 2006; Ehikioya, 2009; Munisi & Randay,
2013; Ntim et al., 2013; Sun et al., 2011; Waweru,

2014). Ntim et al. (2013, p. 1) highlighted the
attributes of good CG mechanisms sought in view of
such crisis as corporate accountability, social
responsibility, sound risk management, transparency
and disclosure practices. CG systems have evolved
over centuries, often in response to corporate failures
or systemic crises (Iskander & Chamlou, 2000, p. 5)
than  because of academic, research-based
deliberations (Tricker, 2012, p. 45). Sustainable good
CG is a pillar to higher value creation (Witold et al.,
2019) and it has become imperative for efficient and
effective growth of corporate entities worldwide
(Ahmad & Omar, 2016; Fernando et al., 2017; OECD,
2015).

A well-designed and well-functioning CG system not
only benefits a firm but it is also vital to the fruitful
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and sustainable economic growth and development of
a nation as well as the entire world (Claessens, 2006;
Ehikioya, 2009; Fernando etal., 2017; Hambrick et al.,
2008; OECD, 1999; UNCTAD, 2010). Hambrick et al.
(2008, p. 384) state that “not only do the constituents
of firms stand to gain or lose greatly, depending on the
quality and nature of CG, but entire national systems
can be propelled or stymied as well”. There are several
related channels through which CG affects growth and
development such as increased access to financing,
higher firm valuation, innovation, entrepreneurism,
better operational performance, reduced risk of
financial crises, better relations with all stakeholders
(ASX Corporate Governance Council, 2014;
Claessens, 2006; Claessens & Yurtoglu, 2012; Gul et
al., 2003; Koh et al., 2007; Lipman & Lipman, 2006;
WorldBank, 2014).

Studies conducted on the relationship between CG and
performance documented that better governed firms
are more efficient (Bozec et al., 2010; Chhillar &
Lellapalli, 2015; Ehikioya, 2009; Filatotchev &
Nakajima, 2010; Gompers et al., 2003; Kyere &
Ausloos, 2020; Lipman & Lipman, 2006; Stanwick &
Stanwick, 2002). At present, CG is one aspect of
governance within environmental, social and
governance (ESG) investing which enable firms to
become truly sustainable and, at the same time, create
value (Monteiro et al., 2021, p. 483). Monteiro et al.
(2021) noted that CG is one of the ESG pillars that
serve as a criterion to evaluate responsible and
sustainable investing. The standards of quality
assurance for many renowned organizations (e.g.
Baldrige Foundation, Deming Institute, International
Organization for Standardization, and European
Foundation for Quality Management) reflect salient
aspects of CG as an enabling factor for excellence in
total quality management strategy to improve
competitiveness globally (M. Brown, 2014; 1SO,
2015; C. Madu et al., 1998; Setiawan & Purba, 2021,
WorldBank, 2014).

A number of scholars underscore the importance of
undertaking intensive and extensive research in CG to
extend the frontiers of accountability and CG research
with broader perspectives on theory, methodological
approaches, and in different research settings
(Brennan & Solomon, 2008a; Grossi et al., 2015;
Nyamori et al., 2017). More specifically, the extant
CG literature indicates that CG of state-owned
enterprises (henceforth SOES) is a major challenge for
governments and is a worthwhile research direction in
the CG literature (Bernier et al., 2020; Bruton et al.,
2015; Daiser et al., 2017; Grossi et al., 2015).

The objective of this article is to systematically review
and present the state of CG literature on SOEs post the

work of Daiser et al. (2017) and make some
recommendations for further research in the area under
concern. More specifically the review is undertaken to
witness the extent to which the research community
has responded to the calls of Brennan & Solomon
(2008) and Grossi et al. (2015) to push forward the
frontiers of CG research in general and in the context
of state-owned enterprises in particular (Bruton et al.,
2015). Hence, this review attempts to respond to the
following research questions.

RQ1. What is the focus of the corporate governance
literature  particularly relating to the
governance of SOEs?

RQ2. How is the corporate governance literature
developing with respect to governance in
SOEs?

2. Corporate Governance — An overview

Corporate governance is a term coined to denote the
governance of corporate organizations (Almquist et
al., 2013; Brickley & Zimmerman, 2010; P. Brown et
al., 2011; Claessens & Yurtoglu, 2013; Colley et al.,
2005; Denis, 2001; Hambrick et al., 2008). Di Vito &
Trottier (2022) notes that the separation of ownership
and control marked the onset for the demand for CG
mechanisms. It is argued that CG issues arise in an
organization wherever contracts are incomplete and
agency problems exist (Armstrong et al., 2010; Denis,
2001; Hart, 1995; John & Senbet, 1998). Ocasio &
Joseph (2005) documented that CG is a socially
constructed term emerged in the 1970s and has
evolved overtime. It is a multidimensional concept
(Baker & Anderson, 2010; Munisi & Randgy, 2013)
and lacks an overarching theory (Aguilera & Jackson,
2003; P. Brown et al., 2011; Gillan, 2006; Madhani,
2017; Marie L’Huillier, 2014).

Extant definitions of CG relate to different paradigms
or ways of conceptualizing the organization (Aguilera
& Jackson, 2010; Aguilera et al., 2015; Ahmad &
Omar, 2016; Fernando et al., 2017; Gillan, 2006;
Marie L’Huillier, 2014). Bozec & Dia (2007) and
Hambrick et al. (2008) view CG as structures and
processes for oversight of corporate management.
Shleifer & Vishny (1997) view CG as economic and
legal institutions that guarantee a return on investors’
investment. Charreaux & Desbrieres (2001) view CG
as all the mechanisms that govern managers’ behavior
and their discretionary powers. Donaldson (2012)
view CG as set of rules, policies and institutions for
control of a firm. Pastra et al. (2021) regard CG as a
system of allocation of rights and responsibilities
among the different corporate bodies. Aguilera &
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Jackson (2003) and Baker & Anderson (2010) view
CG as broad array of systems and processes to regulate
the relationship among all the parties with a stake in
the firm. John & Senbet (1998) view CG as
mechanisms by which stakeholders exercise control
over corporate insiders and management.

Mastrodascio (2022, pp. 10-11) states, “the term ‘CG’
is susceptible to both broad and narrow definitions”
where in it is narrowly defined as the relationship of
the firm with its shareholders or broadly defined as its
relationship with society or wide range of stakeholders
(Baker & Anderson, 2010; Bradley et al., 1999;
Fernando, 2011; Madhani, 2017; Mastrodascio, 2022).
Claessens & Yurtoglu (2013, p. 5) offer an operational
definition of CG as “...the range of institutions and
policies that are involved in [pooling resources and
subdividing shares; transferring resources across time
and space; managing risk; generating and providing
information; dealing with incentive problems; and
resolving competing claims on corporation generated
wealth] as they relate to corporations.”

The extant lieterure shows different typoligies of CG.
The prevailing two CG distinctions are based on the
features of the financial systems, namely, capital
market dominated and bank dominated and the locus
of action of a given governance mechanism (Aguilera
et al., 2015). The former basis classifies CG systems
into the Anglo-American model (a.k.a. the outsider,
common law, market-oriented, shareholder-centered,
or liberal model) and the Continental model (a.k.a. the
insider, civil law, blockholder, bank-oriented,
stakeholder-centered, coordinated, or Rhineland
model) (Aguilera & Jackson, 2010, 2003; Chhillar &
Lellapalli, 2015). The latter basis classifies CG
mechanisms into internal (a.k.a. organizational based
or intentional) and external (a.k.a. market-based or
spontaneous) to the firm (Baker & Anderson, 2010;
Bozec, 2005; P. Brown et al., 2011; Cremers & Nair,
2005; Denis & McConnell, 2003; Filatotchev &
Nakajima, 2010; Gillan, 2006; Munisi & Randgy,
2013; Walsh & Seward, 1990). Several authors (e.g.
Aguilera et al., 2015; P. Brown et al., 2011; Bushman
& Smith, 2001; Cremers & Nair, 2005; Filatotchev &
Nakajima, 2010; Rediker & Seth, 1995) noted that the
foregoing two broad categories of internal and external
governance mechansims can complement each other.
In his seminal work, Jensen (1993) described the
internal and external CG mechanisms as four forces
operating on the corporation, namely, capital markets;
legal, political or regulatory system; product and
factor markets; and internal control system headed by
the board of directors.

3. Corporate Governance of SOEs

There are different terms used to refer to state-owned
enterprises such as government corporations,
government business enterprises, government-linked
companies, parastatals, public enterprises, public
sector units or enterprises and so on (Del Bo & Florio,
2012; Sturesson et al., 2015). Grossi et al. (2015) notes
that OECD’s widely used definition seems to
circumscribe meaning in the most clear defined
manner: “enterprises where the state, regional
governments or cities have significant control, through
full, majority, or significant minority
ownership”(OECD, 2024a; Sturesson et al., 2015).
Redding et al. (2018) describes them as entities
created, owned, and managed by governments of the
country. Kane & Christiansen (2015) describes SOEs
as assets that the government manages on behalf of
citizens. Musacchio et al. (2015) and Putnins (2015)
regard SOEs as extensions of the public bureaucracy.
Peng et al. (2016) noted that through time SOEs have
been transformed from full to partial state ownership.
At present SOEs can also exist as hybrid organizations
that mix public and private ownership (Bruton et al.,
2015; Florio, 2014).

Peng et al. (2016, p. 293) state that SOEs at one time
were predicted to disappear from the economic
landscape of the world, but today SOEs are growing
more prevalent in the world. The authors argue that the
various theories of the firm lack comprehensiveness in
that the archetypical firm in these theories is the
private firm paying no attention to SOEs. Martimort
(2005) and Rygh (2018) argue that state ownership is
preferable in the event when the private firm is highly
risk averse, financially constrained and agency
contracts are incomplete and not fully binding.

OECD (2024b) notes that SOEs are important
elements of many national economies. According to
the OECD (2024b, p. 8) between 2000 and 2023, the
number of SOEs among the largest 500 enterprises by
revenue worldwide increased from 34 to 126. These
SOEs had USD 53.5 trillion in assets and over USD 12
trillion in revenue in 2023. SOEs play a pivotal social,
economic, and political role without exception to the
level of economic development of a nation and its
mode of economic or political system (Baltowski &
Kwiatkowski, 2022; Bernier et al., 2020; Bognetti,
2020; Heo, 2018; Kane & Christiansen, 2015;
Kankaanpaé et al., 2014; Lawson, 1994; Meng, 2020;
OECD, 2018; PapenfuB3, 2014; World Bank, 2006,
2014). Kane & Christiansen (2015) indicated that
SOEs’ role extends to international economic activity
too. Sturesson et al. (2015, p. 4) assure the continuity
of SOEs’ role stating that “[t]he motivations for state
ownership can wax and wane over time, but SOEs
appear to be an enduring feature of the economic
landscape and will remain an influential for~~ ~!~~~ly
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for some years to come.” The authors view that “SOEs
are likely to remain an important instrument in any
government’s toolbox for societal and public value
creation...” (2015, p. 1). Besides, they also argue that
with active ownership and management coupled with
transparent and accountable performance reporting
SOEs can truly become catalysts for sustainable public
value creation (2015, p. 7). Tonurist & Karo (2016, p.
641) argued that SOEs can also be rationalized as
instruments of innovation policy.

Despite their prominence, Wong (2004) documented
that poor CG lies at the heart of the poor performance
of state-owned enterprises throughout the world. The
poor performance of SOEs is largely attributable to
serious agency problems involving the underlying
rules, processes, and institutions that govern the
relationship between SOE managers and their
government owners (Shirley & Walsh, 2000; World
Bank, 2014). Extant evidences about the benefits of
improvement in corporate governance structure
indicate that that firms that moved from a poor to a
good corporate governance had an increment between
a 10% and 12% in their market valuation (Stanwick &
Stanwick, 2002, p. 39). In view of SOEs, Sokol (2009,
p. 1723) noted that a series of studies support "that a
relatively modest improvement in the efficiency of
SOE:s of five percent in a given country could free up
financial resources of approximately one to five
percent of a country’s GDP. Conversely [their] poor
management can increase the cost to governments and
divert money from other priorities.” Hence, a well-
functioning CG system of SOEs is critical for ensuring
a level playing field in the marketplace, safeguarding
the integrity of domestic economies, and supporting
quality public service delivery (OECD, 2018).

4. Methodology

Literature reviews serve different purposes (Massaro
et al., 2016; Petticrew, 2008). They are useful to
examine extant theories and recommend new ones,
provide a basis for interventions, guide future studies,
make summaries of a particular issue (Petticrew,
2008). In this vein, Tranfield et al. (2003, p. 207) states
that undertaking a review of the literature to provide
the best evidence for informing policy and practice in
any discipline, is a key research objective for the
respective academic and practitioner communities.
The main distinctive feature of the different
approaches to conducting a literature review is the use
of guidelines in undertaking the reviews. In this
accord, the typology of literature reviews falls in the
continuum of those reviews governed by less rules
(a.k.a. traditional or rapid reviews) to those reviews

governed by rigid rules (a.k.a. systematic or structured
reviews) (Massaro et al., 2016).

Systematic reviews are scientific investigations of
original studies using strategies that limit bias and
random error (Cook et al., 1997). Systematic reviews
could provide practitioners and policy-makers with a
reliable basis to formulate decisions and take action
(Tranfield et al., 2003, p. 208). On the backdrop of the
foregoing statement, this article provides a systematic
review of the literature on CG of SOEs. The systematic
review is guided by a set of criteria that govern the
initial identification of potential studies and
subsequent selection of the studies for inclusion and
exclusion criteria followed by the strategy of locating
and selecting the potential studies (Becheikh et al.,
2006).

4.1 Data sources and Selection of papers

One of the important features of a systematic literature
review is to have a transparent clear protocol for the
inclusion and exclusion of articles for review
(Tranfield et al., 2003). The systematic review
included those research studies on CG of SOEs
published in the top ranked English language
academic journals since the work of Daiser et al.
(2017) up to the year 2023. The search was limited to
peer reviewed journal articles in order to ensure the
inclusion of those research papers that meet the basic
requirements of theoretical and methodological rigor
(Boyne, 2003). Accordingly, this criterion excludes
studies published by government agencies and
international organizations, books, book chapters,
conference and seminar proceedings, abstracts,
dissertations, encyclopedias, editorials and reviews.
The articles included in the review constitute only
those articles published in the journals included and
ranked as “A*” or “A” or “B” in the ABDC Journal
Quiality List.

The key terms used for searching the relevant studies
are “corporate governance” coupled with “state owned
enterprises” or “public enterprises” using the Boolean
characters “AND” and quotation marks in all fields in
the English language journals found in the Emerald
and Elsevier databases. Appendix.1 shows summary
of the list of the journals and the number of the articles
identified from each journal.

The review matrix and flowchart in Fig. 1 (Garrad,
2017; Vieira et al., 2014) is in use to identify eligible
articles, extract and organize pertinent data based on
the selected themes described in the next section.
Overall, 904 papers published from 2017 to 2023 were
selected and coded based on the selected themes. The
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data collected is coded and summarized using a
spreadsheet and the charts presented were produced
thereof.

Results after review of search terms: “corporate governance" AND "state
owned enterprises"; "corporate governance” AND "public enterprises”

Elsevier Emerald
n=1791 n=1141

Elimination of duplicate articles

|
\

Inclusion and exclusion criteria

Excluded Final list
n = 1802 n =904

Figure 1. Review matrix and PRISMA flowchart (Garrard, 2017; Vieira et al., 2014)

70



Andualem et. al /Journal of Business and Administrative Studies (2024) Vol. 16(2), 66-81

4.2 Themes of the Analysis

The thematic domains of the analysis include location
of the SOEs, period of the study, CG dimensions,
methodological design, research setting, and research
theory. The base for the CG dimensions is the work of
Gillan (2006) who provided a broad framework of CG.
The author classified the CG framework into two main
broad domains: internal and external corporate
governance dimensions.

Internal Governance Mechanisms

" Board of directors (e.g. role,
_structure, incentives)

J

( I
Managerial incentives

k J

( I
Capital structure

. J

( I
Bylaw & Charter provisions

. J
Internal control systems

S J

5.1 Location of the SOEs studied

The research setting upon which the selected articles
reviewed pertains to the location of SOEs in which the
research was undertaken. Geographically the SOEs
researched were located in America, Australia,
Europe, Asia, and Africa. The scope of operation of
the SOEs range from local to multinational level.
About 90% of the selected papers represent research
works undertaken on SOEs located in Asia in which

External Governance Mechanisms

( N
Laws and regulations

= J
( Capital, control, labor, product

| markets )
( Capital market information and )
__analysis )
[ Market for services (e.g. A
|_accounting, financial, legal) )

p
Private sources of external
L oversight (e.g. media and lawsuits) )

Figure 2. Corporate governance dimensions (Gillan, 2006)

5. Analysis and discussions of the research on
governance of SOEs

The thematic review of the selected studies under the
subsequent sections shows the state and focus of the
corporate governance research on SOEs during the
review period from 2017 to 2023.

Chinese SOEs account for more than 90% of the total
for Asia (Fig. 3). This evidence indicates that the SOEs
from China continue to dominate the samples of the
research papers on governance of SOEs (Bruton et al.,
2015; Lin et al., 2020). Both pure and hybrid form of
SOEs are considered in the research samples of most
of the papers.
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Figure 3. Analysis of papers by geographical area

900 89.2%

800

700

600

500

400

300

200

100 2.3%
0 —

Africa

2.6%

America Asia

Source: Authors’ presentation

The results indicate that the corporate governance
research continued to be limited to certain contexts
despite the call for research by Brennan & Solomon
(2008) to broaden the research to a more global scale
and context.

5.2 Distribution of papers over time

Figure 4. Analysis of papers by publications trend
250
200

150

o

o

2017 2018 2019 2020

Source: Authors’ presentation

5.3 Research methods

The analysis of the selected papers reveals that largely
the research on governance of SOEs constitutes a
quantitative research (Fig. 5). A large number (i.e.
more than 90%) of the papers under review use
archival data taken mainly from various national and

lﬂgo‘

116 T
100 44 77 e 87
5 I I I

2021

0.3% 2.3% 3.4%
— |
Australia  Cross-country Europe

The volume of the papers reviewed shows that the
governance research on SOEs has increased over time
(Fig. 4). There is a growing trend in the number of
papers published and sustainable improvement in the
rate of increase from year-to-year except for the
decline experienced in 2020.

220

2022 2023

s Total

----- Linear (Total)

international stock market and other databases (e.g.
CSMAR, Thomson Reuters and Bloomberg, RESSET,
etc.) and annual financial reports of the sampled SOEs.
Qualitative and case studies, surveys, and papers that
use multiple data sources altogether account for less
than 10% of the total papers in review. The number of
conceptual papers is very few (0.4%).
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Figure 5. Analysis of papers by research methods

900 90.6%
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300
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Analytical Archival Qualitative and
case studies

4:3% 2.4%
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Surveys Triangulation

Source: Authors’ presentation

5.4 Data analysis methods

The results of the review of the selected papers reveals
that quantitative research is the dominant research
paradigm (94.8% in Fig. 6) of the governance research

Figure 6. Analysis of papers by research methods
1000
800
600
400

200

0 I |
Mixed Quialitative

Source: Authors’ presentation

5.5 Corporate Governance mechanisms

A frequency statistical analysis provides summary of
the occurrence of each corporate governance
mechanism researched in the papers selected for
review. The summary reveals use of a broad array of
internal as well as external corporate governance
mechanisms. Many of the selected papers indicate
simultaneously investigation of multiple dimensions
of corporate governance mechanisms in one particular
study. Ownership structure, which refers to ownership

on SOEs. The regression models mainly with panel
data constitute the main data analysis methods in most
of the papers. As depicted in Fig. 4 the proportion of
the papers using mixed methodology is very scant (i.e.
0.6%). The major part of the qualitative papers use
thematic analysis.

Quantitative

concentration and the type of owners of a firm (Tang,
et al., 2020), is one of the most commonly occurring
(i.e. more than 90%) research variable in the research
model of the selected papers (Fig. 7). The second
widely addressed interest of research in the topic of
corporate governance research in SOEs is the diverse
characteristics of the board of directors which includes
board size, board diversity, board independence, CEO
duality, directors' liability insurance, etc. Laws and
regulations; and product market and external audit are
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also important external corporate governance
mechanisms appearing in the papers reviewed.

Figure 7. Analysis of papers by research methods

Product market
Ownership structure
Media

Market for control
Managerial incentives
Laws and Regulations
Internal control system
External audit

Board of directors

Analyst following

o

100 200 300

Source: Authors’ presentation

Moreover, analysis of the ownership structure shows
that there is an inclusion of hybrid SOEs in most of the
research samples of the selected papers. This reflects a
change in the views of the prior research, which
considers SOEs as firms wholly owned by the state
(Bruton et al., 2015).

5.6 Theoretical approaches

A frequency statistic summarizes the type and
frequency of use of the theories in the papers selected
for review. Absence of an explicit and clear statement

400

500 600 700 800 900

about the type of theory in use account for a significant
number of the papers. Summary of the rest of the
papers shows the use of a number of corporate
governance theories. In many of these papers, a
theoretical framework is constructed or formulated
based on one or multiple corporate governance
theories to explain the operation of the various
corporate governance mechanisms. The summary
indicates that the agency theory is the dominant theory
underpinning many of the selected research papers on
governance of SOEs (Fig. 8).
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Figure 8. Analysis of papers by theoretical framework

No theory or unclear
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Daily et al. (2003, p. 372) state that the popularity of
the agency theory in governance research is likely due
to two factors. First, it is an extremely simple theory,
in which large corporations are reduced to two
participants-managers and shareholders---and the
interests of each are assumed to be both clear and
consistent. Second, the notion of humans as self-
interested [...] is both age old and widespread.

6. Conclusions and future studies

This systematic literature review is undertaken to
assess the state and focus of governance research in
SOEs and the milestones achieved in view of the calls
for further research to widen and extend the frontiers
of corporate governance research (Brennan &
Solomon, 2008; Grossi, et al., 2015; Bruton, et al.,
2015) and to apply a multi-theoretic approach to
corporate governance studies (Christopher, 2010;
Filatotchev & Nakajima, 2010; Hillman & Dalziel,
2003; Madhani, 2017). The analysis of the review,
which covers the period from 2017 to 2023 and
focused on the research on governance of SOEs,
reveals a number of notable findings. First, it indicates
that the volume of research on governance of SOEs
has increased over time. Second, the agency theory is
dominant in the theoretical framework of the reviewed
papers. Third ownership structure is the most
commonly researched variable followed by research
variables involving the diverse characteristics of the
board of directors. Fourth, the data analysis method is

[ERN
(%
o

N
o
o
N
wu
o
w
o
o

350 400

mainly gquantitative using various kinds of regression
models based on archival data largely.

The upshot of the analysis indicates that the agency
theory dominated corporate governance research
based on quantitative methodology and that primarily
centers Chinese SOEs is upholding. Moreover,
ownership structure and the diverse characteristics of
the board of directors continue to be the prevalent
corporate governance mechanisms in the stream of
corporate governance research. This is consistent with
the statement of Aguilera et al. (2015) wherein they
recognized that the focus of corporate governance
research is largely on internal governance
mechanisms. Hence, the findings reinforce that the
extant calls for further governance research involving
multi-theoretic approach, qualitative methodology and
varied contexts remains valid. Besides, further
research on the governance of SOEs will avail more
insights to policymakers, regulators, and SOE boards
and managers to determine value adding internal and
external governance mechanisms to these entities.

The review is not without limitations. The papers
reviewed are restricted to top ranked journals found in
two databases, namely, Emerald and Elsevier. The
scope of future reviews need to include more papers
from journals published in other databases and
broaden the themes of the analysis with additional
items such as key research findings; sampling design;
and academic background and origin of the author.
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