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THE MODERATOR:  Good morning.  Welcome to this session on the role of the 

state and the market.  As you know, EBRD is being asked to go into new markets and 

the country that will be first in line is Egypt, and I thought that that could be an 

interesting starting point for what we shall talk about.   

 

On paper, Egypt has quite a large privatised sector.  More than 60 per cent of the 

economy is privatised but there are still a lot of issues to do with the presence of the 

state across the economy, even though it is not necessarily the owner.  A lot of the 

owners who obtained assets through the privatisation process are closely connected to 

the government or to the military.  Because of all the regulation and obstacles, it is 

hard to start up and run a business in Egypt.  I give Egypt as one example, but I think 

all these facets of the role of the state in the economy and the issues for the private 

sector are true for many of EBRD’s current countries of operation. 

 

Looking at what has happened in the past three or four years with the global financial 

crisis, the role of the state has again come up as an important issue.  The ownership of 

the state has increased in many countries, including the one we are in now, as a result 

of the crisis.  Maybe in advanced markets this is not something that would have any 

lasting impact but there are perhaps more reasons to be concerned about the long-term 

implications of this in many emerging markets where there was already a tendency 

towards an increased role for the state, both as an owner and as part of a broader 

intervention in the economy. 

 

We shall focus today mainly on emerging markets.  What we are talking about is not 

that the state should be fully out of the economy.  At the beginning of transition in 

eastern Europe there was the view that the state was the grabbing  hand and should be 

taken completely out of the economy, and we saw some of the consequences of that.  

It is more about seeing what the role of the state is in the transition process and the 

emerging markets as they develop. 

 

One role which is I think largely controversial – which does not mean that it is not 

important – is what we call the horizontal role, the role of enforcing regulation, 



competition policy, ensuring that obstacles to starting businesses and running them 

are not taken away but are respected.  If we think of this horizontal policy as the state 

being a sort of steady hand, ensuring that rules are followed and that unnecessary 

rules are taken away, there is then the role of the state as the  helping  hand.  Many 

countries that face very large structural changes, such as Kazakhstan and Russia, 

which are focused on the natural resource sector, are trying to go to other parts of the 

production spectrum, trying to help to develop other sectors, trying to diversify the 

economy.  What is the role of the state in that process?  You could say that maybe the 

state should still just be the steady hand, not the helping hand.  I think you can make 

that argument but, given that there is this discussion and there are so many forces 

pressuring you to be more active, it may be very difficult to resist.  If you make the 

argument that you have to be there, or the pressures are such that you cannot avoid 

being there, what should you do then?  What are the best ways of intervening and how 

do you equate the intervention of the government so that it has the desired effects?   

 

Those are the kinds of issues that we thought we would address in this panel.  We are 

lucky to have a panel of very qualified speakers who represent different sets of 

experiences.  Let me introduce the speakers.  To my right is Mr Kayrat Kelimbetov 

who is the Minister of Trade and Economic Development in Kazakhstan, previously 

in charge of Samruk-Kazyna, which raises a lot of these issues.  We are very grateful 

to the Minister for taking time to be with us this morning. 

 

Professor Bernard Yeung is now the Dean of the Business School at the National 

University in Singapore, which is a very interesting experience.  He also has a 

prominent academic background, having been a professor at the Stern Business 

School at New York University, and has written a lot on this topic. 

 

To my left is Sergei Guriev, who is the Rector of the New Economic School, Russia’s 

leading economic school.  I think he is cited more than all other economists together 

in the Russian media.  We are very happy to have him here. 

 

Last but not least is Sergey Vasiliev, who is an old friend.  We had some interesting 

experiences in 1998 when Sergey was head of the Russian Government 

administration and had to deal with all the issues arising from the crisis at that time.  
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Before that he was Deputy Minister of Economy.  He is now the Deputy Chairman of 

Russia’s Development Bank, so issues of state and market are very much on his mind.  

Thank you for coming here, Sergey. 

 

Mr Minister, please.  

 

MR KAYRAT KELIMBETOV (Minister of Trade and Economic Development, 

Kazakhstan):  A lot of questions have been raised today.  Let me start with the 

problems for the Government of Kazakhstan in countering the effects of the crisis.  

Before the crisis everything was clear.  The Government of Kazakhstan had a very 

liberal policy.  In the mid-1990s several reforms were undertaken in the 

macroeconomic area, in privatisation, in the banking sector and in the pensions sector.  

You probably know that before the crisis 80 per cent of the Kazakh economy was in 

private hands.  For example, the banking sector was completely in private hands.  

There was no question about how much the government should be present in the 

economy in Kazakhstan.   

 

During the crisis there were a lot of questions in terms of the key role of the 

government and there was discussion about which way the Government of 

Kazakhstan should choose.  Looking at which governments were very efficient in 

terms of their programme to counter the effects of the crisis, we very much admired 

what the Chinese Government did.  They stabilised the situation very well with a 

proactive government approach, and a planning system, which we had 20 years ago.  

There were questions as to whether the government should orchestrate this process 

more.  At the same time we  have seen unbelievable issues, with some global 

investment banks becoming nationalised in the United States and in the UK, which 

demonstrates the key role of the government in terms of economic stabilisation 

programmes.  When there is a crisis the government should play a very active role. 

 

It was the same in Kazakhstan.  We have learned from the crisis.  We started to suffer 

from it in 2007, a year before it started in other countries.  There was a huge 

influence.  For Kazakhstan the globalisation process has two effects which have a 

good influence.  One is the price of oil, which has a great influence on 
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macroeconomic stability in Kazakhstan.  The second is access to international 

financial markets.   

 

In the year 2007 we lost those opportunities and started to experience problems with 

liquidity in the banking sector.  The government began the first wave of the 

programme to counter the effects of the crisis by providing liquidity to the banks in 

order to help SMEs obtain funding.  In 2008, after the collapse of Lehman Brothers, 

the situation worsened and we realised that the systemic banks in Kazakhstan, which 

were also too big to fail, were in a very difficult situation with regard to liquidity, so 

we began to provide liquidity.  We became shareholders in five systemic banks in the 

country.   

 

Before the crisis we had a problem of overheating in the form of a classic bubble in 

the real estate sector.  We had to fix the problem of social tension and the government 

became involved in the completion of building programmes in Almaty and Astana.  

We had to complete about 100,000 apartments.  It was done in two ways, through the 

government and through Samruk-Kazyna.  Samruk-Kazyna, which is the number two 

sovereign wealth fund in Kazakhstan, became a key vehicle of the government for 

countering the crisis.  It is a big entity, being an umbrella for all national assets, 

national companies, and development financial institutions.  We provided assistance 

to the banking sector, to the real estate sector and to the SME sector, and at the same 

time continued with the diversification of industrial projects, which I shall explain 

later. 

 

In 2009 and 2010 the government and the monetary authorities in Samruk-Kazyna 

fixed all these problems.  You probably know that there was a huge negotiation in 

terms of debt restructuring and a huge recapitalisation of the banks.  I think we fixed 

this stage of the crisis in the banking sector;  we fixed the problem in real estate;  we 

finalised all the uncompleted buildings.  The size of the problem was about 

15 per cent of GDP.  We used US$ 10 billion from the National Fund, which is the 

number one sovereign wealth fund, the account of the Ministry of Finance managed 

by the Central Bank of Kazakhstan.  
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During this bailing-out programme we became huge shareholders in the banking, 

mining, energy and real estate sectors.  Sometimes that created a temptation to 

manage them better than the private sector had, which is completely untrue.  I can 

give you an example from the banking sector.  The interference by the government 

showed how inefficient government managers could be.  You probably know there 

are always huge problems, which creates temptation to hire people to  manage the 

process.  The government decided to exit from the banks as soon as they could.  We 

realised that we should do the same with our participation in the other sectors of the 

economy because we should not replace private initiative.   

 

The Kazakhstan economy is a small one which before the crisis was driven by FDI.  

In order to attract FDI and to create a good investment climate for local investors we 

should play a modest role in the economy.  That is why we, like Russia, are now 

preparing a huge privatisation programme.  We are preparing a programme for the 

people’s IPOs of the main national assets in Samruk-Kazyna.  We shall start 

privatising from the end of this year.  The programme will run for three to five years.   

 

At the same time, the diversification cannot be done only by the private sector;  it 

should also be managed by the government.  The role of the government should be as 

some kind of a driver for the diversification.  As to the role of development 

institutions like the Development Bank of Kazakhstan or investment banks from one 

side or the other, we create joint funds with other private equity funds;  we create a 

joint fund with EBRD, with the Abu Dhabi investment authorities and with the 

Chinese investment authorities.  I think the crucial role of the government should be 

to stimulate investors to come to the country.  As we saw before the crisis, local 

investors are more focused on non-tradable sectors of the economy or on the natural 

resources area.   

 

Because of the influence of natural resources on the future development of the 

economy of countries such as Kazakhstan and Russia, we have to think about 

diversification.  We have to think about creating new jobs, otherwise we shall have 

problems like those in Egypt which you mentioned.  The role of the government is to 

manage and coordinate this process.  The right proportion of public to private 

ownership is a very sensitive question and we try to manage it appropriately.   
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THE MODERATOR:  Thank you very much.  There is a lot of food for thought in 

that very genuine Kazakh experience. 

 

Bernard, please. 

 

PROFESSOR BERNARD YEUNG (Dean and Stephen Riady Distinguished 

Professor, National University of Singapore):  I am very honoured to be on this panel.  

The theme is “Striking the Right Balance:  the State and the Private Sector”.  As an 

academic, I shall lay out my points but they might sound a bit abstract. 

 

There are two.  They are not multiple economic development models, not multiple 

models of government and state cooperation.  It is really an issue of having the right 

model for the right time at each stage of development.  The government plays a 

coordination hand at the early stage of development or at the stage of a crisis and then 

plays the nurturing hand for market development at a later stage.  The issue is 

whether, as development continues, an economy will experience exceptional growth 

or stagnation, and that is the key challenge for governments in emerging economies. 

 

Let me start with the point about multiple models which are not competing and having 

the right model to fit the right stage.  Economies like to think about growth in a 

mechanical way in the earlier days, and actually they are pretty correct.  At the initial 

stage of development, when there is really no market, you need to put people to work, 

to save and to invest in broad technology, in education and in exports.  That is the 

successful growth model in the east – now I am living in Asia – that we have 

observed.  That is the case in Japan, Korea, Taiwan, Singapore and Hong Kong.   

 

At that point, at the very beginning stage of development, the government’s 

contribution is critical.  It needs to provide stability in both the macro sense and the 

political sense.  It needs to build infrastructure, to direct savings to invest and to 

invest in education.  The characteristic of a successful economic performance at this 

stage, looking at all those that have gone through it, is to have a very competent, 

forward-looking government which defines its legitimacy by the economic 

development it fosters.  The government plays a role as the central coordinator of the 
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big push investment model, as described for example by Rosenstein-Rodan in 1943, 

which involves – including owning – getting banks to collect savings and invest and 

getting corporations to invest to develop the economy.  Having dominant business 

groups who play a complementary role is crucial, and I do not mind if those are 

owned by the government.  We have seen models of this sort in the Far East, and they 

work. 

 

At the beginning stage of development, or when you have suffered from a crisis, there 

is a case in point where government and business will cooperate and coordinate, and it 

works.  However, as an economy regains its footing or grows, the next round of 

growth will not be based on the old-fashioned investment per se;  the growth will be 

based on knowledge, ideas and entrepreneurship.  It evolves from the mechanical 

growth that economies talked about in the 1950s and 1960s into the Schumpeterian 

kind of growth, creative destruction.  During the big-push period that we talk about, 

the direction of growth is just to build infrastructure and raise the capital-labour ratio.  

After you have done that and gone beyond that, when an economy is closer to  its 

potential, creative destruction becomes a necessity because growth stems from 

pushing the production possibility frontier outward.  At this stage the economy needs 

to encourage the creation and commercialisation of ideas and direct resources away 

from stagnant sectors and push them into the growing sectors.  It needs very sharp 

resource allocation.   

 

We have learned from Hayek that the job of collecting and digesting information and 

thus identifying and capturing new opportunities in a timely manner overran 

centralised decision-making.  The market used to prefer the decentralised decision-

making alternative.  Moreover, as economies get larger, the centralised coordination 

job becomes more and more complicated.  Here I cite another economist, Coase (?), 

who taught us that organisations always have a size limit.  The advantage of central 

coordination will surely be exhausted as the size and complexity of the organisation 

grows.  Furthermore, as the size of an economy grows, government agents’ 

opportunity and thus the temptation to be self-serving also grow and they will not be 

able to man the economy as effectively as before. 
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The question is how to make decentralised decision-making work.  The market is 

essentially a collection of individuals exercising their greed.  For the market to 

function, the government needs to develop regulations and monitoring agents to 

channel greed towards constructive economic behaviour so individuals can reasonably 

know what they are getting into and then rise, reasonably defined and protected.  They 

will then seek bottom lines that build on created value – that is, bringing to people 

what they want at competitive prices. 

 

The government’s role at this stage, therefore, is to build institutions, as Erik pointed 

to earlier, to enable a market to function.  It needs to develop regulations that enforce 

transparency to ensure responsibilities and protect investors’ and consumers’ rights – 

that is, to aim to build and enforce trust between savers and investors, between buyers 

and sellers.  In addition, it needs to create open and easy market access.  That is the 

Western market economy model.  The role of the government has clearly shifted from 

being the co-ordinator to being the nurturer of market development. 

 

However, I want to be clear that greed does not just lead to business opportunities, it 

can attack regulators and fool monitoring agents.  The 2008 financial crisis is a case in 

point where governments over-trusted the market mechanism and forgot that greed, 

the basic force for a functioning market, can turn on the regulators and the monitoring 

agents.  We need always to be mindful of that.  At the same time, that does not mean 

that the government should control, own and run the economy.  We should not forget 

the lessons we learned.  When the government was the direct coordinator of economic 

activities, it did not work at some point in time.  We learned that before the fall of the 

Berlin Wall.  We also learned it in the East when we observed how the cultural 

revolution created chaos in the Chinese economy and the country.  Critically, we 

should therefore recognise that the government as the coordinator model and the 

government as the market nurturer model are not competing models;  they are actually 

winning models of two different stages of development. 

 

As development continues, the issue is whether the economy will experience 

infectional growth or stagnation.  That is the key challenge for governments in 

emerging economies.   
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It also applies to crisis management.  At the eruption of a crisis we need the 

government to come in, to direct, to construct the big push, to be the coordinator;  but 

the crisis will end and we need to think about how the government will continue.  The 

long-term lessons to be learned by looking at many economies still apply.  We 

economists are very puzzled by the observation that some economies are able to 

experience infectional growth and move upward.  They develop institutions, and so 

on.  Some economies cannot do that;  they stagnate and stay on the same ground and 

may even go down.  We can name economies in Latin America and Asia with those 

kinds of experiences.  The transition is really puzzling. 

 

In my opinion, the need is clearly for big business and government to cooperate, but 

in what manner?  I had a long chat about this with a wonderful economist from New 

Zealand, John McMillan, and I will share with you some thoughts that are not yet 

proven.  I wrote a technical paper on it but I just cannot get anywhere.  It seems that 

the underlying factor is really for the government and big business to cooperate, to 

resist holding on to power, but to accept changes that will evolve, relinquishing the 

driver’s seat to empower the common people.  That is the push to develop a middle 

class which owns assets and consumer durables.  They propel sustainable 

consumption and support for policy reforms that will produce inclusive growth.  That 

seems to be the experience.  

 

All this is a lot easier said than done.  Academics like myself theorise on abstract 

points but the Minister and my fellow panellists will have more practical things to say 

to help us to see what the future will be like.   

 

THE MODERATOR:  Thank you very much.  That was very eloquent and quite 

pointed as to the key issues we need to talk about. 

 

I now have the pleasure of giving the floor to Sergei Guriev.  I said that he was an 

academic, but he is also very much involved on the borderline of state and markets as 

an independent director of several important state-owned institutions in Russia, some 

of which grew quite considerably during the crisis and may play an even more 

important role in the post-crisis economy. 
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PROFESSOR SERGEI GURIEV (Rector, New Economic School, Moscow):  I had 

wanted to say many things that Bernard has said, so I shall talk about particular 

examples but also about some of the issues that I think emerge when we go from 

theory to practice.  As you know, theory and practice are the same but in practice they 

are different. 

 

Whenever we talk about government and private sector we compare market failures 

and government failures.  Government is imperfect and the market is imperfect, too, 

and in transition countries we face the situation where some markets do not work.  If 

an insurance market does not exist, mortgage markets cannot be developed, and so on 

and so forth.  These are issues which we face in everyday work.  The supreme 

example of that is the existence of the EBRD.  If markets worked well, the EBRD 

would probably not be needed. 

 

In any particular case we have to answer explicitly the question, what does the market 

feel when we create a government institution or when we refrain from privatising a 

government company?  Sergei Vasiliev talked in the previous session about the 

creation of a Russian Direct Investment Fund as a co-investor with foreign private 

investors in Russia.  In this case the explanation for why this fund is needed is that the 

government wants to insure certain risks and in particular political risks and also to 

commit to having a stake in those investments and thus protect foreign investors from 

harassment by lower levels of government.  By having a stake in projects, the federal 

government, or in this case VEB, would send a signal that it will be protecting those 

projects from whatever problems exist with the investment climate in Russia. 

 

There are other issues, not just missing markets but more like economies of skill and 

infrastructure issues.  Economists generally agree that governments should provide 

conditions and infrastructure to enable private businesses to operate.  Again, theory 

and practice are different.  In theory, you know the infrastructure when you see it.  In 

practice, things are a bit different.  What looks like infrastructure and natural 

monopoly to some people becomes a competitive market for others.  Let me give an 

example from IT.  In IT some people would say that an operating system was an 

infrastructure product because it provides a platform for application developments.  

Some people would say that search engines are surely an infrastructure product 
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because they provide a platform for small businesses, online callers, and so on.  It 

sounds funny but in Russia there is a discussion about creating a national operating 

system and a national search engine with public funding, because you can put together 

this argument.  In IT, when you start thinking about these issues, it means that 

something has already happened and the private sector has probably already created 

markets for a competitive search engine and a competitive operating system, so these 

issues are usually easier to resolve.   

 

However, there are some industries in which this decision is very hard to make.  In 

Russia railroads are supposed to be a natural monopoly.  Nobody believes in the idea 

that there could be competing tracks, that the private sector could actually own and 

operate railroads.  On the other side of the Atlantic, in the USA and Canada, it is not a 

natural monopoly;  competing private companies own carriages, locomotives and 

tracks.  Further south, Mexico, Brazil and Argentina also do not treat railroads as a 

natural monopoly.  In that sense this argument should be treated very carefully.  

Whenever anyone comes up with the idea of building infrastructure for the private 

sector to develop, it is never obvious that there is a strong case.   

 

In Russia there is a clear case for the government to own the largest banks because the 

financial system is an infrastructure to enable businesses to grow and develop.  Erik 

and Kayrat talked about nationalisation of the banks during the crisis.  That provides 

an additional argument to the effect that during the crisis the US Government and the 

UK Government nationalised foreign banks so why should the Russian Government 

not do that, too?  The difference is, of course, that that nationalisation was supposed 

to be temporary while in Russia we still do not see a clear exit route from owning 

equity stakes in banks.  In many other countries the largest banks are private, and 

financial markets are still developing.   

 

Why is it important?  Why is it a problem if banks, railroads, electricity and 

transportation companies and communal utilities are all controlled by the 

government?  Things continue to work with just one government institution in the 

system but if financing, transportation, electricity and energy are all controlled by the 

government you lose price segments and you do not really know what is going to 

happen.  When the government thinks about yet another intervention to correct some 
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market failure, they no longer have information about what the market solution would 

be because prices are now either controlled through political lending or through 

regulation of tariffs, and in that sense the major function of the market disappears.  

This risk, which is often forgotten, is very important. 

 

Suppose we resolve all these issues and agree that we need certain sectors to be 

controlled by the government or that we need at least one company in the sector to be 

controlled by the government, what next?  Erik mentioned that I am a board member 

of several companies.  I used to be a board member of another government company, 

from which I resigned;  and I am also a board member of a private company.  I am a 

theorist of corporate governance, but as a practitioner I see that the challenges that 

academics talk about are salient in the practice of government companies, which are 

very hard to manage, precisely because there are no shareholders.   

 

Government officials representing the public, the shareholder of public companies, 

have a hard time doing their job.  It is hard for them to define what the particular 

government company should do.  There is always a conflict.  For each company you 

have to answer the question why the company remains state-owned.  If it has a 

development part, like VEB and the EBRD are development institutions, it has a 

non-commercial, non-profit part in its mandate, which is always very hard to quantify.  

If it does not have a development dimension, then of course there is no good answer 

to the question of why the company should be state-owned.  Supposing it does have a 

development dimension, a social mission which is not just profit maximisation, then 

in order to protect the mission of the organisation you have to bring in human capital 

which has high integrity and is highly skilled and with no conflict of interest.   

 

If the particular institution has to maximise profit but also has to develop the 

particular sector or market or conduct whatever social activity, then you need to have 

a critical mass of people on the board and probably also in the management of the 

organisation in order to protect the mission, and that is always hard.  Imagine we need 

a board chair for Sberbank.  The question is, who in Sberbank does not have a conflict 

of interest?  Everyone in Russia has business with Sberbank.  What happens with the 

Russian railroads, say?  It is absolutely the same.  It is very hard to resolve these 

issues in practice.   
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In that sense, the debate which is going on in Russia at the moment as to whether we 

should remove government officials from the board rooms of state companies and, if 

we do, who should replace them is a very painful and difficult debate.  If there are 

government officials on the board of a company which has competitors, the 

management of the company is happy because those government officials can help 

them against their competitors;  but that is exactly what we do not want.  It is better to 

have someone who will protect the interests of the company but who will not affect 

the level playing field for the competitive market.  Yet since government companies 

are so big, everyone has a conflict of interest and it is very hard to replace government 

officials in this example. 

 

I should like to close with a simple point.  There is always a balance between 

government and market favour, but in both my empirical work and my practical work 

I usually find that the arguments in favour of state ownership are overblown and there 

is a bias in favour of state ownership, for all kinds of reasons.  Very often, when you 

ask the questions I mentioned, you end up with the answer that the only solution to 

these problems is privatisation of the majority stake and control.  

 

THE MODERATOR:  Thank you very much.  Sergei spoke about the social mission 

of VEB, which may have changed.  Sergey, you have been very innovative in terms of 

creating new vehicles for attracting sovereign wealth money from outside Russia, 

pension funds, and so on.  Can you explain your mission, and does it meet the tests 

that Sergei Guriev spoke about? 

 

MR SERGEY VASILIEV (Deputy Chairman, Vnesheconombank):  Good morning, 

ladies and gentlemen.  I should like to discuss the issue of the interaction of 

government and business, namely public-private partnerships.  Six to seven years ago 

it was a very fashionable topic in Russia and we were very optimistic about it.  The 

Russian parliament adopted a law on concessions and PPPs were seen as a sure way 

to substitute scarce budgetary investment into infrastructure with private investment 

and also as a way to increase efficiency and enhance the quality of the investment 

projects in public infrastructure.   
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When VEB was re-established as a development bank, a large part of its mandate was 

to promote public-private partnerships.  In our first strategy, which was adopted in 

2008, before the crisis, we envisaged that 30 per cent of our projects would be public-

private partnerships.  It did not happen.  The few successful projects which we have in 

Russia are implemented through extraordinary efforts by their initiators.  An example 

is the well known water supply and sewerage project in Rostov on the Don, in which 

I think the EBRD was involved.   

 

We discovered that there were very strong hindrances to such developments.  Let us 

take highways, for example.  We found that certain issues were not resolved in the 

present legislation, such as land laws for the reallocation of property to 

concessionaires in order to make highway projects viable.  Another issue related to 

highways is the guarantees of minimum traffic.  The Ministry of Finance was not very 

enthusiastic about these long-term guarantees and did not know how to deal with 

them.  So far we do not have real PPP projects in highway construction, which is a big 

problem. 

 

A problem at a regional level is that the administrations are not ready to handle PPP 

projects because they require a very different set of skills compared to traditional 

regional planning.  For example, the preparation of documents for tenders requires a 

lot of efforts and a lot of budgetary resources which are not envisaged in regional 

budgets. 

 

Another issue at regional level is that federal legislation is not sufficient to handle 

PPP projects and all regions need to adopt their own legislation.  In our bank we have 

created a special centre for public-private ownership.  The centre has produced model 

legislation for regional governments to implement, and this was done jointly with the 

parliament.  We launched several teaching programmes for regional officials on 

public-private partnerships.  More importantly, we created a 10 billion rouble special 

fund for the preparation of documentation, a rolling facility for regional budgets. 

 

The future functioning of PPP projects in the regions will be very specific.  Once we 

have a private investor implementing a project, the newly built facilities will be 

owned by that investor and will initially be leased to regional governments, which 
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will temporarily buy out the facilities.  That involves large long-term liabilities for 

regional budgets.  It is like life-cycle contracts. 

 

A big problem is how to guarantee the contractual obligations of regional 

governments.  It is certainly very difficult for regional governments in Russia to 

calculate for a 10 to 15 year period and even more difficult to undertake some 

obligations.  In this sense, the idea which has circulated now within the bank and the 

government is to create a special guarantee for Vnesheconombank which will 

guarantee obligations of regional budgets;  otherwise an insurance agency can handle 

these types of risks.   

 

THE MODERATOR:  I think PPPs are a good starting point. 

 

MR VASILIEV:  We have learned from our three years’ experience that you need to 

resolve a lot of technical details to ensure that there is proper interaction between 

power and business.   

 

THE MODERATOR:  Of course, on every aspect of a PPP you have to decide what is 

the appropriate role of government and what is the appropriate role of the private 

sector;  and of course VEB and EBRD also try sometimes to come in and play a role 

to strengthen the weaker party, which in municipal infrastructure projects is often the 

municipality, which may need support to develop skills, the technical knowledge that 

you describe.  That is a very good example to start from. 

 

We now have a lot of issues on the table.  We have had a very interesting experience 

from Kazakhstan.  We have had an Asian perspective on development models.  Even 

though it was framed as a general academic discussion, I think some of Bernard’s 

development experience in Asia came through.  Sergey approached the subject from 

his practical experience on boards but providing a framework.  As we said, it was a 

very good example with PPPs. 

 

Now the floor is yours.   
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MS MAROVA (?) (EBRD):  Today we talked about the balance between private 

sector and state sector in the light of the crisis or in general economic development.  

What is your opinion, Kayrat, about the balance between the private and state sectors 

in light of globalisation?  Do you not think that in order to compete in global markets 

the government should create national companies or support big local companies so 

that they become more competitive in global markets? 

 

THE MODERATOR:  We shall take a few questions and then have a round of 

answers. 

 

MR MARIE PETERCHEVSKY (?) (Poland):  There were very interesting lectures 

about the influence of the state on the private sector.  Talking about the real economy, 

I should like to point to another issue.  I think that one of the reasons for the recent 

financial crisis was the excessive issuance of derivative instruments.  My personal 

feeling is that that situation could happen again.  If we look, for example, at the 

market in commodities like oil or agricultural products and trade between the 

suppliers and purchasers, are they significant trade on the indices – for example, 

between financial institutions that are interested only in profit on trading and not in 

actual delivery?  I should like to have your comments and opinion on this.  Can you 

share your vision? 

 

MR BEN ARIS (Editor, Business New Europe):  I have a question for Professor 

Yeung.  You identified that there was a helping-hand phase for the government and 

then a nurturing phase with regard to the transition.  Here in Kazakhstan the banking 

privatisation and privatisation of state assets went very quickly.  It seems that the 

government has decided to go to the nurturing stage.  In Russia we had a similar 

situation with privatisation but going much more slowly.  The government there is 

taking a much more state-led approach to the economy.  How can you identify when 

this transition from one to the other should happen and, specifically with reference to 

what is going on in Kazakhstan and Russia, are we at that point now?  Do we have to 

make the transition now or should we go a bit more slowly?   

 

THE MODERATOR:  Let us take those three questions.  The first was about the role 

of the state in developing national champions, I would say, taking local companies 
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and making them competitive on the global stage.  The second question I interpret as 

whether there  should be regulations restricting some of these derivative markets and 

whether there is a role for the state in that.  The third question relates to the transition 

that Bernard Yeung was talking about, when it should happen and what the 

characteristics are that determine when it happens. 

 

MR KELIMBETOV:  During the crisis, especially when we had good relationships 

with Chinese institutions and a big exposure to Chinese government-owned banks, we 

realised the issues of global competition not just theoretically but in practical ways.  

During the crisis Chinese government companies bought out a lot of the oil and gas 

and mining deposits everywhere.  It was like a geopolitical and geo-economic 

competition everywhere.  We understand that the countries with more export-oriented 

economies have to find their own niche in which to compete.  Kazakhstan definitely 

has a very good position in some areas like oil and gas so we shall be among the top 

10 producers.  We have a big national oil and gas company, KMG.  We plan to make 

KMG a real national champion, able to compete at least in its own market and maybe 

in some other places and be like Norwegian and Russian companies, both private and 

public, and Chinese companies, mostly public companies, working very actively 

outside their own countries.  In those terms I think we have some potential candidates 

for national champions.   

 

Before the crisis we studied the experience from Singapore and Malaysia.  Sergei 

mentioned the big issue of corporate governance in state-owned companies.  Before 

the crisis a ministry of finance or a bureaucracy was one type of management;  if there 

were independent directors, and a special agency like Temasek or Khazanah in 

Malaysia, in the same role now as Samruk-Kazyna, that is the other type.    

 

We realised that in order to be really efficient we should bring in  private shareholders 

as well. We did an IPO of a daughter company of KMG.  We have private 

shareholders in Kazakh Telekom and in the airways company.  That is the way to 

manage a state-owned company efficiently. 

 

At the same time, with national companies, there is the issue of diversification.  

Diversification should be driven by FDI but coordinated by the government.  That is 
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why we are focusing on  the companies which are important for us.  We have seen 

examples not only in Asia but in other countries.  We see in Norway a good example 

of how to manage an oil-rich country.  Looking at the more global agenda, we se big 

competition between sovereign wealth funds and private and public companies.  

Kazakhstan wants to compete and has great opportunities to do so. 

 

THE MODERATOR:  I think the answer to the other question could be the following:  

you identify the conditions for when the transition should happen and then we test 

whether those conditions exist in Kazakhstan or Russia. 

 

PROFESSOR YEUNG:  The three questions before us are interrelated.  Let me tackle 

the first one about national champions.  There are two issues involved.  One is 

sentiment, the other is opportunity cost.  We all love to have a national champion but 

over-investing in one national champion comes at a very high opportunity cost and 

costs a lot over time.  Japan produced national champions, but look at the stagnation 

there has been over the past 20 years.  It is not fun.  China produces national 

champions, oil companies, and so on, but there is a lot of distortion.  We have to be 

sensitive to the fact that on the one hand there is our national pride and on the other 

the real opportunity cost;  we have to think about what we are giving up.  

 

I will deal with the third question concerning transition next and then go back to the 

second question.  I am an academic and on this panel there are people who know a lot 

more about timing, and so on.  Let me talk about the generic, the abstract.  There are 

two points in my mind.  One is that, when you talk about privatisations and so on, you 

have to ask whether the market is ready.  When you suddenly swamp people with 

shares and investors are not capable of digesting and analysing information, it can be 

tricky, it takes time to develop.  If the market is not ready, you cannot really talk 

about privatisation per se and when you privatise there is a timing issue because, if 

you issue a lot shares, the market can be overrun, creating some kind of stock market 

or asset price distortion.   

 

One thing I learned after moving to Singapore was that leadership can make a lot of 

difference.  What do I mean by that?  Let us say you have an enterprise which is not 

yet privatised, in which the state still owns a lot of shares.  Over time do you have the 

1011 Striking Balance 18 



leadership to run the company based on commercial results, on business results, but 

not based on your failing to refrain from exercising direct power, direct interference?  

In the case of Singapore, Temasek is very much a (lessor (?)  licensor (?) ) in China 

but it had the leadership to refrain from interfering directly.  It chooses CEOs and 

board directors based on business capability, acumen and leadership.  How do you do 

that?  It is tough.  You need to have leaders who are willing to put aside any personal 

agenda and allow the market to speak.  That is not easy.  Many of you are in a 

position of power and you know it is not easy to maintain a sense of humility. 

 

Let me come to the second question.  In the financial crisis there was a failure to 

understand systematic risk.  Derivatives are all right in themselves but there was a 

failure to see that claiming that derivatives were risk-free assets caused the balance 

sheets of banks to become inflated and reduced the banks’ capital adequacy, creating 

an interlocked systematic risk which led to a run on investment banks.  The issue is 

about identifying systematic risk.  In the case that we are talking about, prices from 

the emerging market or prices from the commodity market, the question is not that 

one but whether asset prices are not linked to fundamentals.  A case in point is the 

housing market in some cities in China, where the house price-income ratio is the 

highest in the world.  It is the government’s role to identify systematic risks and deal 

with them before they become real economic problems. 

 

THE MODERATOR:  Thank you.  I think you wanted to add something. 

 

MR MAZHIBAYEV:  I should like to address the issues around the two questions 

related to the crisis and the role of government and the private sector.  The first point 

is that during the crisis, when the government bailed out a lot of sub-sectors of our 

economy, it created a new problem which economists call “the moral hazard”:  the 

banks were too big to fail and realised that the government would always support 

them.  In Kazakhstan, for example, we could not bankrupt the systemic banks;  if we 

did not support them, we would lose the banking sector.  The banks now need to 

behave very responsibly and should receive very careful attention from the 

supervision agency.  This is first. 
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The second point is the problems caused by the level of non-performing loans in 

Kazakhstan, which is still very high, at 25 per cent.  What kind of problems do we 

have?  The business leaders still await government support.  The banks are not giving 

credit in the economy;  the level of growth of credit in the portfolio is less than 

5 per cent.  Before the crisis it was 50 per cent, which was not sustainable.  The 

reason the banks are not giving credit is because all the borrowers are over-leveraged 

and are frustrated by losses accumulated during the crisis.  There are no other 

businessmen in the country.   

 

What should we do?  There are two ways.  One is by bankruptcy legislation, like the 

American Chapter 11 procedure, but unfortunately bankruptcy is not part of the 

culture in Kazakhstan.  The second way is the Japanese way.  I agree that the 

government is not successful in terms of picking winners.  I do not think it is the job 

of the government to replace business in these terms, both globally and locally.  But 

as to the Japanese way, we are in between right now.  The banks will not recognise 

losses.  Borrowers are waiting for assistance from the government, which means 

injecting money.  I do not think that is a good idea.  We should recognise that in 

business there are leaders and there are losers and the losers should get out of the 

market, otherwise the market economy will not work.   

 

THE MODERATOR:  One question was to the effect that Russia has a different 

model for how to transition out of the crisis.  The way I understand the question is 

that, comparing Kazakhstan and Russia, in Russia there may be a more lasting impact 

in the sense that the state will want to be more involved in the financial sector. 

 

PROFESSOR GURIEV:  The model of stages of development that Bernard put in 

place is indeed very powerful and relevant, but one should not oversimplify and think 

that this model can be applied to the whole economy right away.  In Russia some 

sectors are way below the productivity frontier and for them it is the stage where the 

government should help or at least where big conglomerates or corporations should 

exist.  There are some sectors where Russia is close to the productivity frontier, and 

there we need innovation and new ideas.  In that sense, it is not only country-specific, 

it may be industry-specific, and region-specific too.  The crisis is just a pretext.  It is 

an unchecked government that wants to grab more and more assets because the more 
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assets you control, the more rents you can collect.  I do not think it is directly related 

to the crisis in terms of Russia.   

 

I should like to comment on the related point about national champions.  I do not 

think you need government companies to be national champions.  In principle, if you 

have the sentiment and are ready to pay the opportunity cost for the sentiment, you 

can support private national champions.  In Russia, by the way, no-one believes that 

in the US weapons are produced by private companies.  It is unthinkable that Boeing 

is a private company.  But you can do that.  You can have a private company which 

has shareholders and is therefore run efficiently.  On top of that, government distorts 

or adjusts its incentives through various supporting or regulating interventions.  I 

think it is completely possible.  Again, I fully agree with Bernard that the opportunity 

cost is often under-estimated;  but, even if you accept the opportunity cost and want to 

create a national champion, why not create a private national champion?  At least the 

internal efficiency will be in place.   

 

Let me say a few words on derivatives.  I do not think there is anything wrong in price 

discovery in financial markets.  What Kayrat said, as to whether it has systemic effect 

and has moral hazard, is important.  We need to establish transparency in this market 

so everyone knows how many derivatives are in circulation, what risks are shared and 

what the correlation is between exposures to risk of various financial institutions.  We 

also need to take care of the leverage and the propagation effect of the crisis and 

properly regulate capital adequacy.  The fact that derivatives exist and help predict 

future prices and insure against future uncertainty means that they have a very useful 

function, both in commodity markets and in other markets. 

 

THE MODERATOR:  Do you want to say something about VEB’s long-term role in 

this post-crisis situation? 

 

MR VASILIEV:  VEB was established one year before the crisis.  We found it a very 

convenient instrument for handling the crisis.  We have many anti-crisis functions.  It 

seemed to be a very helpful institution.  We managed to support the financial market, 

to support Russian companies which were in debt to Western banks, and we also 

supported big Russian banks in providing additional capital.  I think all those 
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operations were successful because we rapidly exited from them.  The companies 

came back to the market and market confidence was restored.  You need very tight 

government with such issues in order to avoid moral hazard.  When we launched the 

operation, the thing I was afraid of was moral  hazard.  We helped some companies 

but not others;  it was a moral hazard.  The government managed to be very tight on 

this.  For example, loans which were provided by companies had very big interest 

margins and thus it was in the interest of the companies to repay them as soon as 

possible.  That proved to be a working instrument. 

 

THE MODERATOR:  Are there more questions? 

 

A SPEAKER (Ministry of Finance, Kazakhstan):  It is believed that one of the 

reasons for the financial crisis was the lack of supervision and political power of the 

financial authorities.  Could you deliberate on the issue of the role of the financial 

authorities and express your opinion on the Kazakh authorities’ decision to unite the 

Agency for Financial Supervision and the Central Bank? 

 

MR MATTHEW PLOWRIGHT (Emerging Markets):  To what extent has the rise of 

China altered the dynamics of the state-private debate and in particular to what extent 

are many emerging markets in this region and more generally now looking towards a 

more state-led development model, not just as a temporary crisis measure but more 

permanently, due to the rise of China and the influence that that has had? 

 

THE MODERATOR:  That was a question I put the table at the very beginning.  

I think we should try to answer that. 

 

MR ARMISTAD SOLIBETOV (?)  (IS Corporation, Kazakhstan):  My question 

relates to the role of government in monitoring or controlling energy generation and 

distribution and also water supply companies.  Nowadays some companies in that 

sector are owned by the government.  In the Minister’s speech he mentioned that 

during the crisis our government owned some shares in those companies.  The reason 

for government to be managing those businesses is understandable.  If those business 

fail to supply water for energy, it does not matter whether they are owned by 

government or the private sector, the community will blame the government.  My 
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question is whether our government is considering seeking big international 

companies to manage those business owned by the government?  In many areas we 

have international companies with good experience.  I would like to put that question 

to the Minister.  It would also be good to hear the views of the other panel members 

on the issue of looking for management agreements with businesses rather than 

management by the government or privatisation of those businesses, which is the 

strategic business of ISCO. 

 

MR MICHAEL TIPPEN (Private Investor, Canada:  I have a question for the 

Minister.  If privatisation is going to happen in the way that it has throughout central 

and eastern Europe, will it extend to property rights, outright land ownership, for 

foreigners? 

 

THE MODERATOR:  We have four questions.  One is on financial supervision and 

specifically as to whether it is a good thing to merge supervision and central banking.  

The second is on the state development model and whether there was a crisis impact, 

whether there will be an impact and a more important role for the state after the crisis 

in the longer term.  The third was on the role of international companies managing 

assets and the final one was on land privatisation. 

 

There were some specific questions to you. 

 

MR KELIMBETOV:  Let me start with the role of the supervision agencies.  It is a 

favourite theme for discussion between Mr Marchenko and me.  In 2001 we adopted 

the British model of regulation in which the Central Bank and the supervision agency 

were separate.  We believe there is now a debate in the United States as to whether or 

not it is the right model.  In Kazakhstan, at least, the model failed.  When we had two 

monetary authorities, the Central Bank and the supervision agency, unfortunately we 

discovered the zone of responsibility (irresponsibility ?) and one of the reasons for the 

crisis was the inappropriate role of the supervision agency.  Let me give a simple 

answer.  The supervision agency knows what is going on in the banks but the Central 

Bank does not, but the Central Bank provides liquidity.  The way to simplify it is, 

instead of having two weak supervision agencies, to have one which should be 

responsible enough, and the voice of supervision should be very loud.  I think that 
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people in our country respect the role of the Central Bank more than they respect the 

supervision agency.  The voice and status of the supervision agency should be high 

and in these terms I think it was the right decision to combine the two agencies in the 

Central Bank.  I think that the real role of Mr Marchenko, who is respected enough, is 

to announce any particular risk and the economic community will fall in with that 

announcement.  I think at least that way the model will work. 

 

Coming to the next question and how the Chinese model could work in Kazakhstan, 

I mentioned the Chinese because sometimes it is a temptation to have the government 

manage the whole economy.  How the Chinese do it is a separate theoretical issue and 

whether or not it is wrong is not my business.  It would not work in Kazakhstan.  We 

should not replace the private sector.  We should support private sector initiatives, 

otherwise we shall fail.  There is no doubt.  I just mentioned it because it was a 

temptation. 

 

As to the question about the energy sector, yes, we became shareholders in Ekibastuz 

Gres 1 and 2 and I do not think we are very efficient managers, like the government of 

Samruk-Kazyna or Samruk Energy.  I think the whole idea during the IPO process to 

privatise it into the model to provide some contracts for efficient companies was 

theoretically good;  in practice, we had a problem to fall into the contract or not fall 

into it.  I agree that if we manage it from the government side there should be a very 

clear PPI.  If you follow PPI, you are working.  If not, you fail.  I think this is 

completely clear for the government, and I think the energy generation companies 

will be privatised very soon. 

 

THE MODERATOR:  The land reform question? 

 

MR KELIMBETOV  We have very ambitious plans in terms of privatisation.  I think 

it should drive economic growth in Kazakhstan.  Land ownership is two political 

questions (too political a question?).  We do not have any plans to change the status. 

 

THE MODERATOR:  That is a clear answer.  Do you want to say something on this? 
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PROFESSOR YEUNG:  I shall deal with the first question, relating to the crisis, and 

the second question relates to the Chinese model, and they are connected.  The crisis 

is a case of government failure, but that does not mean that the system is wrong.  

There was a failure in 1929 and the American model bounced back and actually 

became stronger.  You have a system and people attack it all the time.  It is bound to 

be the case that some of us call on you.  You want to think about how to strengthen 

the system from there on.  I believe the basis of the crisis was a failure to see 

systematic risk and a failure to identify the cronyism that existed.  Before the collapse 

of Lehmans someone was in a room in very private discussions about what to do, 

et cetera.  Before the bailing out of AIG someone was in a room in Washington DC 

discussing what would happen if AIG failed.  There were phone calls to many banks, 

and so on.  But there existed a real kind of cronyism.   

 

This is the first financial crisis I have seen in the US where, after this large scale 

failure and the visible cronyism, no-one has yet been prosecuted.  No-one is yet in 

jail.  That is for the first time in my life and in what we know of economic history.  

We have not addressed the basics in the US.  We have not identified the culprit and as 

a consequence we still do not have confidence in the system.  The system needs 

fixing, as well.  They need to invest in the basics to push out productivity, not treat it 

as a macro problem and try to use a band-aid to treat a heart attack.  That would be 

wrong.  With all that, it is a government failure, not necessarily a market failure 

per se. 

 

We should not be overwhelmed by the apparent success in China.  We are sitting here 

together.  If he has a heart attack, it does not mean that I will not have a heart attack.  

You cannot say that he has a heart attack and I am stronger.  That is faulty logic.  

China seems to be doing well, yes.  When I prepared my statement I had China in 

mind.  China has a big-push model.  The government is everywhere, including in the 

banks and the corporations.  They seem to have solved the coordination problem for 

the initial level of growth, but with it comes a lot of distortion.  China solved the 

financial crisis by asking the banks to pump up credit overnight.  In one quarter new 

credit was more than the previous six quarters of credit.  More than 60 per cent of the 

credit is sent to centrally owned state enterprise;  they pumped it into land leases and 

it propped up the real estate sector and solved the problem.  The consequence is all 
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the problems related to inflation in the cost of living, and so on.  China is heading 

towards a lot of problems. 

 

The system has not yet been challenged.  It has not yet faced a real economic set-back 

and it is not yet known how the system would deal with negative economic shocks.  

Beware.  Stay tuned.  I do not think the Chinese model will be that fantastic moving 

further forward.  It needs a lot of fixing.  When I make my point about resigning 

control and empowering the middle class I have China in mind. 

 

I said I would answer only two questions, but I cannot resist the temptation to say the 

following about big international business.  If you have a national champion, if you 

have a big company that is doing well and has a lot of assets, you want to find the best 

talent to run the company.  That best talent can be a foreigner.  That is OK.  That is 

the way it should be.  If you have a global business, look for the best CEO, look for 

the best executive to run that global business. 

 

THE MODERATOR:  Thank you very much.  Do you want to say anything? 

 

PROFESSOR GURIEV:  Let me make a couple of points on the second and third 

questions.  I fully agree with what Bernard has said.  The other issue is also important.  

The Chinese did not invest too much before the crisis because they knew that the 

government was not very good at investing.  They saved and eventually American 

financial institutions intermediated the assets.  During the crisis they put together a 

package and invested the lot.  Some of that is indeed becoming inflation but some of 

it is becoming straightforward over-investment where we see roads going to nowhere 

and business centres in empty towns which were built during the crisis.  We have seen 

that before.  In the late 1990s we saw it in east Asia.  I think there is indeed a risk. 

 

In another country in our region, Belarus, the state sector has created incentives for 

managers to invest.  Managers are rewarded on the basis of assets and investments.  It 

looks like the investments which have been made in recent years have not resulted in 

output.  A huge capacity is under-utilised in the firms which have been invested in 

over the past couple of years. 
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I should like to make a point on competition in the electricity and water supply sector.  

Some people believe in what is called market socialism, when the government owns 

companies which compete with each other or with private companies and there is 

market competition and market pricing.  What is wrong with that model?  As Bernard 

says, with that model it is very hard to resist the temptation to play with the rules of 

the game in favour of your own government company.  That is always the case.  We 

see it in Russia in the oil sector and the financial sector.  In Russia state banks 

compete with each other.  They compete in terms of efficiency, too, but the primary 

competition is political.  This does not contribute to the right incentives. 

 

THE MODERATOR:  Thank you very much.  I think it is time to conclude.  Bernard 

has made a very eloquent case for the big push, and I think – having known him for a 

long time – maybe somewhat reluctantly. 

 

PROFESSOR YEUNG:  I am sorry, let me take one more minute of air time.  The big 

push is very useful at the beginning stage but later on it can be daunting and can cause 

a lot of problems.  The way to look at it is to ask the question:  how many catch-22 

situations has the government created?  That is the way to catch the distortion.  In the 

case of China, the government push for all export sectors gave them subsidised 

energy, subsidised capital, and so on.  Right now they are in a catch-22 situation.  If 

the yuan appreciates, income will go down for many exporters.  At the same time, if 

the yuan does not appreciate, inflation will catch up on the cost side.  One way or the 

other, you will see some collapse. 

 

It is the same with housing.  If house prices rise further, there will be major riots.  If 

they go down, many Chinese will lose their wealth.  My point is that the big push 

works at the beginning but beware of all the catch-22 situations, to which the only 

solution is collapse, and it will be miserable. 

 

THE MODERATOR:  I was going to say exactly that!  I think you made the case but 

you also showed that, when you think about the details, it is much less clear.  Sergei 

pointed out that you can make the case in individual sectors, depending how far you 

are from the productivity frontier, and it is easy to make the big-push case when you 

are far away from that.   
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You also spoke about the problems of identifying, if there is such a role for the big 

push, when you transition out of it.  I think you have all pointed to problems that, 

while you want to transition out of  it, there are a lot of forces that want to keep you in 

the big push.   

 

You mentioned, Sergei, state ownership.  There are many arguments for state 

ownership but, once you test them, are they really convincing?   That goes back to one 

of Bernard’s points, too.  You need to create opposing forces to break out of that, and 

that is where the middle class and the entrepreneurial class come in, which do not 

benefit in the same way from this big push in certain sectors. 

 

If we have this big-push model and after the crisis we are saddled with more state 

intervention, how do we deal with that?  You have pointed to the importance of 

governance and transparency.  In the context of PPPs, but also in the context of VEB 

in more general terms, you have pointed to the need for transparency and for 

supporting skill development, and so on.   

 

Of course, it goes to the heart of the mission of VEB and EBRD.  We are trying to 

solve market failures but I think we always have to ask ourselves whether it is a true 

market failure and whether we are really addressing it.  I think that that is the kind of 

discussion we always have when we look at investments.  Having said that, I think 

there is a role for an institution like ours.   

 

I would go back to where we started, with Egypt.  We are now being asked to go into 

Egypt.  I think the Egyptian Government is particularly interested in promoting small 

and medium sized enterprises.  Those are what generate the countervailing force to 

state ownership.  In order to create that sector, the issue is not only about promoting 

those companies, it is also about making sure that the state-owned companies and the 

private companies with state-connected owners create space, so they are constrained 

in a way that allows this new sector to develop.  That, I think, also leads to a different 

role for the state to try to take away.  We know that, if you take any measure of 

obstacles to doing business, in Egypt they are among the highest in the world.  You 
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need to get away from those.  The state has a role to ensure that it addresses entry 

barriers and obstacles to doing business.   

 

I hope that that summarises what we have been saying.  That you very much.  You 

have been a very interesting panel.  (Applause) 

 

____________________________ 


