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The concern that the financial performance of SOEs portfolio has declined over time is evident from the fact that 
in 2013-14, the year for which the consolidated data of SOEs is available, the SOEs recorded an overall net profit 
of Rs. 204 billion which fell to Rs. 61 Billion in the following year and declined further to record an aggregate loss. 

Since FY 2015-16 SOEs have consistently incurred significant losses creating a heavy burden on the Government 
fiscal position.

Further breaking down the performance of SOEs reveals that over past six years, one-third of the commercial 
SOEs have experienced losses intermittently. Moreover, the sum of the losses of top-10 loss-making SOEs 
contributes around 90% to the total losses of SOEs portfolio each year. NHA, Pakistan Railways, PIA and power 
sector DISCOs have been among the major, top 10 loss-makings SOEs
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The fundamental principle to evaluate if an Commerical
activity must be undertaken by the government itself hinges 
on two questions i.e.,

a. Does the Commerical activity to be undertaken fall within 
the public policy framework of the government?

b. Can the Commerical activity be performed by the private 
sector?

Based on the set of questions, an appropriate analytical 
framework was developed with the technical assistance of 
World Bank which is briefly discussed below.
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Question A. Does the Commerical activity to be undertaken fall within the public policy framework of 
the government?

Public Policy Framework

Public Policy Framework refers to the overall
economic development priorities of the
Government of Pakistan. These priorities are
reflected in a number of policy documents
including Principles of Policy (Clause 3 of the
Constitution of Islamic Republic of Pakistan),
and the sectorial polices like Agriculture
Policy, Industrial Policy, Trade Policy
Framework etc. Moreover, important
decisions regarding the institutional set-up
for policy implementation are also part of
the Public Policy Framework
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In order to focus the applicability of PPF in the choice of SOEs for retention or
privatization, the PPF is used in the context of Pakistan’s economic environment whereby
the following categories of SOEs are categorized as Performing Core Functions:

i. Ensuring national food security
ii. ii. Developing and managing large scale infrastructure requiring substantial investments
iii. National defense and security related entities
iv. Entities established through G2G or inter-governmental arrangements
v. Entities supplying goods and services of national economic interest



The second question in our analytical framework
relates to an evaluation if an Commerical function
can be performed by the private sector or not?
Accordingly, each SOE was
individually evaluated in terms of its operations
and functions to assess if the function can be
performed by the private sector based on existing
market structure.

The following aspects were duly considered while
evaluating the SOEs:

a. Is the SOE a natural monopoly? If yes, is there
an appropriate regulatory framework present to
ensure socially optimal and cost effective service
delivery in case the function is performed by the
private sector?

Can the Commercial activity be performed by the private sector?
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Question B. Market Failure
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Section 3: Results of SOE Triage



Key Challenges & Issues
in the Experts Eyes & Public Lens

Why Govt is Doing These Above Steps



1) Heterogeneous (متضاد)Governance Regime
2) Complex Internal Rules & Policies
3) Structural Issues
4) Weak Board of Directors
5) Budget Constraints
6) Weak Compliance with Corporate Governance Rules
7) Politicization
8) Incompetent and uncommitted management
9) High Inefficiency and lack of discipline
10) Lack of contemporary Skillsets
11) Poor employees performance
12) Absence of Performance Management System
13) Lack of Performance Audit
14) Corruption
15) Outdated organizational culture
16) Lack of innovation and Advancement
17) Unadoptibility of Modern Technologies
18) Personal Goals preference rather than organization goals

Key Challenges & Issues


