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Abstract
Since December 2015, the administration of President Macri has emphasized the relevance of 
policy coordination and leadership in order to make public policies more effective. He appointed  
two Secretaries of State, under the Chief of the Cabinet of Ministers (JGM), who established 
a delivery unit whose main task is to facilitate policy coordination among line ministries. 
One of President Macri’s priorities was the improvement of the performance of SOEs, which  
demanded the need to think carefully on how to reform a sector affected by an enduring legacy 
of institutional fragility and poor financial performance. Maximizing synergies among part-
ner agencies and mainstreaming good governance across SOEs proved effective in the adop-
tion of good governance standards by government enterprises. Moreover, the appointment 
of managers with previous experiences in the industry and the adoption of good practices of 
management contributed to improving performance and the alignment with good governance 
standards. High levels of consensus allowed the government to move from individual inter-
ventions in SOEs to whole-of-government approaches, which would eventually lead to the 
approval in February 2018 of the Guidelines on the Good Governance of SOEs.

Introduction
The article describes governance reforms 
in the State-Owned Enterprises (SOEs) 
of Argentina, as a result of strong politi-
cal leadership and enhanced coordination 
among a range of key government agencies. 
Since December 2015, the government of 
President Macri has emphasized the rele-
vance of team building and policy coordi-
nation as a means to improve government 
effectiveness. A whole range of coordina-
tion arrangements, from sector roundtables 
to regular follow-up arrangements directly 
involving the President and his ministers, 
were implemented as part of a system to 
increase the effectiveness of public policies. 

This approach was the result of a com-
bination of factors, including a Cabinet 
composed of members that came from 

both the private and public sectors, who 
shared a management culture focused on 
results, and a clear will from the top of 
the Executive to manage policy-making  
processes through teamwork and the 
achievement of specific policy priorities.

Countries’ experiences highlight the 
importance of coordination for better 
policy-making. Based on the challenges 
presented by high levels of policy fragmen-
tation and the proliferation of ministerial 
portfolios, the government of New Zealand 
developed the “Factors for Successful Coor-
dination Framework” as a way to promote 
synergies and maximize the cost effective-
ness of policymaking and service delivery.1

In Argentina, different entities were 
tasked with the oversight of SOEs. First of  
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all, as shareholders of these companies, 
line ministries were responsible for key 
decisions concerning the management 
of SOEs. Line ministers appointed the 
members to the Board, assessed their per-
formance, and engaged in the approval of 
companies’ investments and strategy. In 
addition, the Anticorruption Agency (OA) 
and the National Internal Control Agency 
(SIGEN) were mandated to, respectively, 
(i) oversee the implementation of anti-
corruption policies by SOEs; and (ii) the 
effectiveness of auditing processes. Finally, 
the Treasury Department was responsible 
for approving the budget and supervising 
its implementation by SOEs. 

During the past presidential adminis-
tration, oversight agencies were highly 
influenced by politics, lacking the necessary  
empowerment to follow their statutory 
mandates.2 There was a large gap between 
what the law mandated and what the role 
of oversight agencies was in practice.3 Lack 
of oversight and poor management resulted 
in SOEs with huge increases in payroll, eco-
nomically unfeasible investment projects 
and large financial losses.4 

One of President Macri’s first measures 
was to establish a comprehensive govern-
ment program focused on eight strategic 
themes. Under the Modernization of the 
State theme, the President requested  
the reorganization (“ordenamiento”) of the 
SOEs’ portfolio, especially through the 
appointment of experienced managers, the 
improvement of management processes, 
and good governance practices. The Office 
of the Chief of the Cabinet of Ministers 
(JGM) was charged with this task.

A delivery unit within this Office was 
established in order to monitor the imple-
mentation of the government program and 
coordinate efforts across the public sector. 
The unit, led by two secretaries of state, was 

tasked with the oversight of ministries and 
decentralized agencies, including SOEs.

The biggest challenge for the delivery 
unit was to empower oversight agencies 
to meet their statutory objectives while  
maximizing policy coordination efforts. 
It was not in JGM’s plans to generate  
government silos with disruptive effects  
on a sector that lacked both institutional 
maturity and was affected by severe deficits. 

The following sections describe the gov-
ernment’s efforts during its first two years 
in office to improve the governance of SOEs. 

The Task: Improving the Governance 
and Performance of SOEs
Argentina has experienced an uneven path 
of state ownership. From full nationaliza-
tion and establishment of state corpora-
tions to the full privatization of these same 
enterprises, the country went through dif-
ferent management models for utilities and 
other industries such as oil and gas. In the 
period 2003-15, the Kirchner administration 
nationalized as well as established 13 new 
SOEs.5 Poor management and the full sub-
sidization of utilities forced the Treasury to 
transfer resources to SOEs, by December 
2015, in the amount of US $9.6 billion.6 By 
December 2015, for every peso of revenue, 
SOEs spent two pesos on operating costs.

In addition to operational deficits, SOEs 
suffered from weak corporate governance.7 
Except for financial institutions and those 
listed in the stock exchange market – regu-
lated, respectively, by the Central Bank and 
the National Stock Commission – compa-
nies lacked policies aimed at promoting 
transparency, the prevention of corruption, 
the professionalization of management, 
and the reporting of performance. Boards 
were politically appointed with no qual-
ification criteria, procurement practices 
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were affected by lack of transparency, in 
some cases cartelization, and companies  
who did not abide by transparency stan-
dards like in neighboring countries, such 
as Chile and Peru. 

Government Strategy and Results
The JGM team dedicated to SOEs, com-
posed of four members, designed a three-
pronged strategy to meet the President’s 
objective, focusing on: a) improving the 
management of SOEs through better 
monitoring, capacity-building, and pro-
fessionalization; b) establishing strate-
gic plans for each firm; and c) improving 
the oversight and governance standards 
of SOEs through the adoption of best  
international practices.

All three pillars were implemented 
through the set-up of consensus building 

and clear collaboration mechanisms among 
agencies. Under the President’s leadership, 
ministers with the largest SOEs portfolios 
met bi-monthly to monitor improvements 
in the performance of SOEs. CEOs were 
invited to present their strategies before 
the ministers. Two independent experts 
from the private sector were invited to join 
these meetings. This initiative immediately 
permeated to the media,8 highlighting the 
relevance of improving deficit-prone SOEs 
as a priority for the administration. 

It became clear to the JGM team that 
the most efficient and effective way to 
face the challenge of good management 
in SOEs was through an action plan  
composed of different phases. Initial 
phases would be concentrated on com-
municating to companies the relevance 
of good governance and on promoting 
the implementation of good management 

Source: Office of the Chief of the Cabinet of Ministers, 2018

Table 1: Financial Situation of SOEs by December 2015
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practices. Higher levels of institutional-
ization would come naturally after SOEs 
believed in the reform. The role of oversight  
agencies would be critical for the success 
of the initial phases.

The objective of JGM was to maximize 
resources and synergies among govern-
ment agencies with responsibilities for 
SOEs’ governance. In December 2016, 
under JGM leadership, the Anticorruption 
Agency (OA) and the National Internal 
Control Agency (SIGEN) established the  
Good Governance Team (GGT). The 
set-up of the GGT allowed for an improved 
and more coordinated identification of 
synergies and the reduction of information 
asymmetries among these institutions. 
It was very important for the success of 
coordination to develop a shared vision 
concerning the outcomes expected as a 
result of the collaborative engagement.9 Its 
most visible output was the establishment 
of communities of practice in different 
areas of SOEs’ governance. 

In March 2017, the GGT established 
the SOEs Integrity Network. The objec-
tive of the Network was to mainstream 
anticorruption policies in management 
processes and facilitate the exchange of 
practices among practitioners. Whereas 
only 20 members of SOEs participated 
in the first meeting, by the end of 2017 
more than 100 participants gathered at the  
Network’s meetings. 

It was very important for a small team 
like the GGT to count on “champions” 
to spread reforms. The announcement 
of the President’s policy priorities 
and the establishment of the Integrity  
Network encouraged members of SOEs 
to contact the GGT in order to advance  
the governance agenda, most notably the 
implementation of good management 
practices and integrity programs. The first 

results came from those same champions, 
whose efforts were recognized by the GGT 
through different means such as social 
media (i.e. Twitter), policy documents, 
and advisory assistance from interna-
tional donors. Aerolíneas Argentinas, the 
national flag airline, became a paradigm 
of change both in terms of financial and  
governance performance.

The Government also requested an assess-
ment of its corporate governance standards 
by the Organisation for Economic Coopera-
tion and Development (OECD). The OECD 
has been defining good governance for  
SOEs since 2005, when it published the 
Guidelines of Corporate Governance for 
State-Owned Enterprises. Different OECD 
missions came to Argentina to collect 
information and meet public officials as 
well as senior management of SOEs. The 
assessment was important to reinforce the 
government’s message of SOEs that meet 
international best practices.

Taking advantage of this momentum, 
and the fact that mainstreaming efforts 
were showing positive results, the GGT 
decided to take a step forward towards  
government guidelines on good gover-
nance. Positions within the GGT went  
from maintaining the status quo (i.e. 
ad-hoc approaches), to instructing SOEs 
to adopt corporate governance codes. 
It was agreed that the best, most effec-
tive, way to build corporate governance 
institutions within SOEs was to make  
a strong case about the benefits of change. 
Forcing SOEs to implement corporate 
policies could risk the early achievements 
of a consensus-building practice and 
stronger awareness of the importance of  
good governance. 

The Good Governance Guidelines for 
SOEs were conceived as a non-binding  
policy instrument, a code of practice, 
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The Case of Aerolíneas Argentinas 

Aerolíneas Argentinas went through a radical 
transformation after December 2015. Between 
2008 and December 2015 the company, a fully 
state-owned enterprise, received US $5 billion  
(US $678 million on average per year) to cover 
both operational and capital expenses. The 
company lacked a commercial orientation and 
was politically captured. Payroll increased from 
US $9,161 in July 2008 (nationalization) to  
US $12,330 in December 2015.

After renewing its management, replac-
ing politicians by managers from the private 
sector, the company diminished its needs for 
financial support abruptly. Subsidies from 
the Treasury were reduced from US $553 mil-
lion in 2015 to US $170 million in 2017; it is 
expected that the company will require US $90 
million in 2018 and reach break-even in 2020. 
Whereas in the period 2009-15 the company 
required on average US $94 per passenger, that 
amount is expected to reach US $7 in 2018.  
Turnaround efforts were 
made with little impact 
on the workforce, which 
was only reduced by  
5 percent.

Procurement poli-
cies were also improved 
in order to generate sav-
ings and improve the 
quality of purchases. 
Since December 2015, 
the company reduced 
annual spending by US 
$81 million (2017 vs. 
2015), while increasing 
(including 2018 esti-
mates) by 32 percent 
the number of trans-
ported passengers.

In terms of connectivity, the company 
focused mainly on the domestic market, where 
the big growth opportunity lies: if compared 
to its South American neighbors, Argentines 
still fly half as much as Brazilians do and one-
third as much as Chileans. In only 25 months, 
Aerolíneas created 38 new routes and increased 
its capacity by 10 percent. The number of pas-
sengers transported increased by 13 percent 
vis-à-vis 2015 and 7 percent if compared to 2016. 

A new hub was created in Córdoba 
(the second-largest city in Argentina), 
accounting only a few months after its 
creation for 6 percent of the overall 
network traffic. 

This expanded offer was sup-
ported by an aggressive commercial 
strategy, which entailed installment 
plans, agreements with banks and 
credit cards, and promotions, mainly 
driven by the airline digital channels. 
Direct sales of air tickets increased 
by 38 percent, the majority of them 
through the company’s webpage. 
Moreover, AR reduced the commis-
sions it used to pay to travel agencies 

from 3 percent to 0 percent, generating positive 
impacts in terms of both cheaper tickets for 
costumers and savings for the company of US  
$8 million.

In 2017, the company broke three times its 
own record of passengers transported. Once 
more in January 2018, the company reached 
its latest record for the month, with 1,241,766  
passengers transported, accounting for an aver-
age of more than 40,000 daily travelers and 
surpassing the January 2016 mark by 6 percent.
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through which the government would 
define its expectations regarding gover-
nance in SOEs. In a period of six months, 
the GGT developed the first draft of these 
Guidelines, which would later be validated 
with line ministers, and finally approved 
by the Chief of the Cabinet of Ministers.10 
Strong political will was critical in moving 
the agenda forward.

Enforcement of the Guidelines would be 
based on “comply or explain” approaches. 
Every four months, SOEs would receive  
a survey in which they would have to  
report on whether they met the Guide-
lines’ criteria for every component and 
to justify their lack of implementation in 
cases of non-compliance.

The JGM team made significant efforts 
not only concerning the improvement of the 
governance of SOEs, but also with regards 
to the monitoring of companies’ perfor-
mance and the reduction of operational 
deficits. By law, SOEs are obliged to sub-
mit monthly reports on how they execute 
their budgets. However, until 2015, com-
panies rarely shared performance reports 
with the National Budget Office (ONP), 
a directorate within the Treasury Depart-
ment. Following previous approaches on 
good governance, JGM’s objective was to 
work closely with ONP towards a better  
mechanism that would allow both agencies 
to improve monitoring.

While in September 2016 only 36 per-
cent of SOEs complied with their reporting 
obligations to the ONP, by January 2018, 97 
percent of SOEs submitted performance 
information under the newly created 
mechanism, leading to an exponential 
increase in SOEs’ accountability. Today, 
the Office of the Chief of the Cabinet of 
Ministers receives a monthly update on 
the evolution of the number of employ-
ees per enterprise, transfers from the 

Treasury, income, expenses, and other  
performance indicators.

Reforms conducted by the JGM also 
allowed a substantial reduction in the 
transfer of resources from the Treasury to 
cover operational deficits. In 2016, thanks 
to a result-focused management system, 
operating incomes increased 10 percent 
in real terms and costs were reduced by 
18 percent, which allowed reducing SOEs’ 
deficits by 46 percent.11 This decline in 
deficits also helped reduce SOEs’ impact 
on the budget by 25 percent. Transfers 
from the Treasury for current expenditure 
(which had peaked at 1.5 percent of GDP in 
2014) went down to 0.73 percent of GDP 
in 2016. The percentage of fiscal transfers 
to cover operational expenses of SOEs 
reached 0.5 percent of GDP in 2017.12 

Lessons from the Experience and the 
Way Forward
The improvement of SOEs’ management 
processes and practices in Argentina is tak-
ing government to rethink traditional rules 
of policy-making and engagement with 
both institutional and non-institutional 
actors. According to traditional public- 
sector practice, good governance is the 
result of formal arrangements that shape 
the behavior of actors. Hence, for example, 
new legislation should be the way to con-
vince government enterprises of aligning 
with good governance practices.

Since December 2015, efforts to improve 
the governance and management of  
SOEs followed a different pattern. SOEs 
inherited from the previous administration 
combined mismanagement, large oper-
ational deficits, poor transparency, and 
weak corporate practices. Aware of these 
challenges, President Macri’s administra-
tion decided to prioritize good governance 
in SOEs, starting from the development of 
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internal capacities and the mainstreaming 
of good practices across the range of SOEs. 
This was done under the assumption that 
moving from consensus building to higher 
levels of institutionalization would be 
more effective than going in the opposite 
direction. Several lessons come out of  
this process.

Firstly, policy reform of relative signifi-
cance needs decisive political support from 
the top of government. This was the case 
in Argentina, where President Macri iden-
tified the improvement of management of 
SOEs as one of the Government’s 100 policy  
priorities. Consistently with this man-
date, the Chief of the Cabinet of Ministers 
was charged with the task of coordinating 
SOEs policies across the public sector.

Secondly, developing synergies and 
reducing information asymmetries among 
government agencies proved effective 
in establishing a comprehensive gover-
nance agenda. The GGT worked from the 

very beginning as a team, maximizing  
collaboration and coordination. Leading 
this agenda from one of these institutions 
without shared and coordinated policies  
would have provoked permanent over-
lapping and backlashes, hampering the 
effectiveness of the administration’s  
policy priority.

Thirdly, the adherence to international 
corporate governance standards helped to 
lock in some of these reforms. SOEs saw 
good governance not only as part of a gov-
ernment policy but also as an international 
commitment. 

SOE reform put into question the prem-
ise according to which good governance 
is “a one moment” picture, in which the 
establishment of formal arrangements 
leads to more transparency and good 
management. This premise proposes 
starting from formal arrangements at 
the very beginning of the reform pro-
cess, under-estimating the impact of 

Figure 1: Monitoring Effort Improvements of SOEs’ Performance
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laws on institutions that may not be yet  
prepared to change behavioral/organiza-
tional/institutional patterns.

JGM started its SOE policy generating 
consensus and trust, and providing assis-
tance to companies that were affected 
by severe organizational deficits. Behind 
this approach lay the objective of creating 
policy momentum to provide the right 
incentives for enterprises to believe in 
the reform. After two years, and despite  
significant social and political constraints, 
the program showed relevant results 
not only in terms of the improvement of 
the governance of some SOEs, but also 
in terms of the improvement of finan-
cial indicators. Institutional maturity 
and visible results are currently allow-
ing government to move a step forward 
towards higher levels of institutionaliza-
tion, as shown by the recent approval of 
the Guidelines on the Good Governance  
of SOEs. 
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