
POLICY MEMO NO. 3/2019 

REFORM OF THE SELECTION OF GOVERNING STRUCTURES IN PUBLIC 

AND STATE ENTERPRISES 

 

 

Governing structures of public enterprises and wholly state-owned enterprises play an important role 

in the good governance of public enterprises. Management boards determine the direction of the 

enterprise and provide for a bridge between the founders (the Government and municipalities) and the 

goals that specific public enterprise should fulfil. Supervisory boards should control the lawfulness of 

operation. Hence the need for management board members to have experience in the scope of 

operation of the enterprise, and supervisory boards members to have adequate experience in material 

and financial management.   

However, a research conducted by the Institute for Democracy in 2018 showed that there is a lack of 

adequate experience among these two governing structures. A high 43% of management board 

members had no experience in the respective field, whereas additional 8% had experience between one 

and three years. When it comes to supervisory boards, only 28% are legal experts or economists – 

which are the required fields of education for appropriate control over the material and financial 

management. This shows a need for reform of the way how these two governing structures are 

selected. The goal is to create a model which is optimal and easy to implement, but that will ensure at 

the same time that persons with adequate abilities are selected. 

The pending amendments to the Law on Public Enterprises should create an abilities-oriented model 

rather than a model oriented towards conditions. The process of selection of governing structures 

itself should start from a check whether the candidates for management and supervisory board 

members can fulfil the task awarded; what kind of experience they have in the respective field or 

whether they have a previous management experience. In short, how they have deserved to be 

entrusted with that role by what they had worked before. Under such circumstances, past effort gets 

advantage to formal conditions, such as education.      

The present appointment model is necessary to be changed by way of introducing interviews in order 

to determine the capability, and by that, the adequacy of the top three candidates. So that this process 

is easily implementable, it is required that a mandatory public call for application of candidates is 

published as well as clear criteria for the administrative selection of short-listed candidates. A key role 

in this process of selection and interviews needs to be given to specialised persons from human 

resources departments within the founders selecting the management and supervisory board 

members. 

In this whole process, it is necessary to take care of the need for publicity of the process. Citizens 

have a low level of trust in the integrity while appointing or employing people. This trust needs to be re-

gained. Therefore, it is necessary for an adequate video documentation of the interviewing process to 

be maintained by human resources personnel, visibility of the ranking and selection process reports 

including explanations why precisely those candidates have been selected from the short-list of top 

three candidates for every position.  

 

The project “Towards good governance of state-owned enterprises and independent bodies” is directed towards improving the 
governing structure of public enterprises and independent bodies. 

The project is funded by UK aid from the UK Government. The stated opinions cannot be taken to reflect the official positions 
and policies of the UK Government.  

 

 

 

 


