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 Wave of privatization washed over in 1970s. Findings reveal that in a large number of 

countries, state-owned companies neither achieve high efficiency nor bring about 
increase in revenues. Instead, they increase costs by receiving subsidies and financial 

supports. In recent years, state-owned corporations in Iran have been privatized.  This 

study evaluates performance of privatized companies two years before and two years 
after privatization implementation in Iran. Since financial criteria alone cannot 

demonstrate organizational efficiency, we used balanced scorecard model, which 

includes both financial and nonfinancial criteria (customer, internal process, growth and 
learning). Performance of Iran's corporations was evaluated two years before and two 

years after privatization on the basis of balanced scorecard indices and then a 

comparison of performance was made between these two periods. Also, hypotheses 
were analyzed by performing Wilcoxon test.  Findings showed improved performance 

of corporations after privatization and achievement of some related objectives. 
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INTRODUCTION 

 

 Governments attempt to assign some of their roles to other sectors and departments and to decrease their 

own levels of incumbency. Huge wave of governmental incumbency washed over developing countries and 

even European countries in 1960s. At the end of 1970s, this wave was replaced with privatization. Therefore, 

most countries concentrated on privatization for the purpose of improving public service quality, and 

administrative-economic structure since 1980s. Privatization is defined as appointment of directorship to private 

sectors and transference of ownership from government to private departments and sectors. Methods of 

privatization are divided into two groups: privatization with transference of ownership and privatization without 

ownership. The former involves issuance of shares to the public, selling of public sectors' assets, and selling of 

public sectors to their own employees and managers. The latter involves managerial and rental contracts (Fath 

Abadi, 2007 Privatization as one of ways for reduction of government size and improvement in its performance 

comes up for in-depth discussions in managerial and economic areas of study. Privatization –as experienced by 

different countries- technically improves quality of goods and services in competitive environments. The main 

issue is method of privatization and its implementation. In other words, inadequately-implemented privatization 

neither improves quality of goods and services nor creates a competitive climate. Additionally, it decreases 

productivity. Experience of privatization in different countries shows that opportunities of privatization arise 

when it is at least implemented with the minimum of democratic values and in accordance with market-based 

economic system and when necessary infrastructures including capital market and proper banking service are 

established. Also, private sectors need skilled human resources with a high degree of insight and knowledge as 

well as efficient management. Otherwise, serious challenges face privatization. 

 

Theoretical Principles of Study: 

 Privatization is viewed as a method for rationalization of economic structure, coping with financial 

pressures in governmental departments, management of financial resources, promotion of efficiency, 

development of ownership, maximum use of professional skills, improvement of organizational motivation, 
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reduction of bureaucracy, coping with deficits in payments, generation of revenues, and reduction of 

government's burden. Accordingly, a large number of countries have implemented privatization or are 

implementing this plan. Privatization aligns with general policies and strategies of society and its economic 

plans. As these policies are distinct in different countries, privatization in any society is implemented on the 

basis of certain national and local objectives and different order of priority. In developed industrial countries, 

process of privatization pursues objectives such as promotion of efficiency, generation of revenues, and 

reduction of financial burden while privatization in developing countries follows broader objectives due to lack 

of development and encounters greater difficulties and bottlenecks. In the latter case, objectives of privatization 

are as follows: More effective allocation of resources, optimization of corporations' financial resources, 

reduction of government intervention in economy, operation of self-regulating market mechanisms for 

allocation of resources, coping with unplanned liquidity, creation of secure and competitive climate for long-

term investment, access to new techniques of management, access to foreign capital and technology, and 

ultimately distribution of wealth and revenue.                  

 Huge wave of privatization policy and transference of governmental incumbency has washed over countries 

since 1970s. This wave has produced positive outcomes in some countries and negative outcomes in other 

countries. This trend was followed by Iran government in recent years. Thus, the present study attempts to 

answer questions as to performance of privatized corporations and departments in Iran.  

 Traditionally financial criteria including return on investment and dividend may be misleading about 

regular improvement in activities and related innovations in this competitive world. These criteria put in good 

performance in industrial era; yet they are not aligned with corporate capacities at the present time [2].  When 

directors, managers, and other professionals decided to remedy deficiencies in measurement of corporate 

performance, they concentrated on appropriateness of financial criteria. Optimization of operational standards 

such as time of workflow and reduction of defective goods automatically produces satisfactory financial 

outcomes. Nevertheless, directors and managers should not select either operational criterion or financial 

criterion because none of these criteria alone cannot have sufficient comprehensiveness and thoroughness.  

 Method of balanced scorecard is a set of criteria, which provides superior managers with broader 

perspective upon corporate performance. Balanced scorecard involves financial criteria for showing results of 

performed actions; meanwhile, it takes operational criteria, customer satisfaction, internal organizational 

process, innovation, and improvement in tasks into consideration. Consequently, we should consider: 

 To what extent has finance of state-owned corporations been improved after privatization? 

 To what extent have customer indices of state-owned corporations been improved after privatization? 

 To what extent has internal process of state-owned corporations been improved after privatization? 

 To what extent have growth and learning indices of state-owned corporations been improved after 

privatization?  

 The present study financially and non-financially evaluates performance of privatized corporations two 

years before and two years after privatization.  

 

Review of Literature: 

 Rahbar investigates privatization in Germany and Iran and attempts to identify causes of privatization 

failure in Iran by exploring differences between these two countries. Additionally, Miri evaluates impact of 

privatization upon efficiency of privatized manufacturing corporations in Stock Exchange of Iran. Specifically, 

he examines why the government is forced to implement policy of economic adjustment, privatization, and 

development of stock exchange market for transference of governmental ownership. His findings demonstrate 

increased efficiency of privatized departments due to privatization. On the other hand, Taghavi [7] theoretically 

evaluates performance of privatization, determines its operational difficulties and deficiencies, and puts forward 

suggestions for its improvement. As he points out, although privatization was approved by the government for 

the purpose of improvement in efficiency and economic balance as well as for optimization of facilities, the 

most crucial cause for privatization in Iran was reduction of government costs.  

 Also, Jean-Claude Cassette et al. evaluate operational and financial performance of 79 corporations in 21 

countries three years before and three years after privatization from 1980 to 1992. These corporations are 

divided into two groups: Countries with low revenue level (e.g. Bangladesh, India, Thailand, Tunisia, and 

Turkey) and countries with medium-to-high revenue level (e.g. Argentina, Brazil, Greece, Republic of Korea, 

Malaysia, Mexico, Portugal, Singapore, Taiwan, Trinidad & Tobago, and Venezuela). Their findings suggest 

improvement in profitability of these countries due to privatization. As new owners tend to maximize their 

profitability, they expect their directors and managers to concentrate on achievement of higher profitability. 

Moreover, stronger economic infrastructures and broader economic environment enhance efficiency of 

economy. Similarly, Magginson et al. [6] study financial performance and efficiency of 61 corporations in 18 

countries (6 developing countries and 12 developed countries in 32 privatized industries) three years before and 

three years after privatization. Their findings show substantially increased profitability, efficiency, and 

investment as well as reduction of financial leverage. In the other study, Bertoli et al. evaluate financial and 
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operational performance of 31 telecommunication corporations in 25 developing and developed countries from 

1981-1998.   

 Claude Lorrain et al. make a comparison between financial performance and productivity of a 

governmental corporation i.e. National Railway Corporation of Canada and its private counterpart i.e. Pacific 

Corporation from 1981 to 1997. As their findings suggest, National Railway Corporation of Canada 

significantly improved its performance in cases of most indices in the second studied period of time after 

government declaration of privatization, as compared with Pacific Corporation. 

 

Definition of Privatization: 

 Scholars provide different definitions for privatization. These definitions are identical in terms of general 

conceptualization. But, their difference lies in scope of privatization, priority of objectives, and operational 

mechanisms. In Palgrave's dictionary of economy, privatization is defined as an economic policy for making 

balance between government and other sectors of economy and ultimately for creating an environment for 

competitiveness and improvement in socio-economic efficiency.   

 Beesly and Little Child describe privatization as a means for improving economic performance by 

increasing roles of market forces if at least %50 of shares are sold to private sectors and corporations. 

Veljanovski views privatization as private sectors' involvement in economic activities or transference of 

governmental ownership to these sectors. Schwartz regards privatization in centralized economy beyond 

transference of ownership and adjustment of roles and defines privatization as establishment of a new market-

based system and as alteration in different dimensions of economy. In view of Bas, privatization is a sign of 

capitalism thinking excellence and a trust on market efficiency versus lack of confidence about efficiency of 

public sectors. Perhaps, market orientation is the most comprehensive definition of privatization [1].  

 

Significance of Study: 

 Measurement of performance is one of proper ways for collection of information and subsequently for 

organizational decision making and plays a vital role in organizational achievements. This study evaluates 

performance of privatized corporations of Iran in order to gain awareness about accomplishment of their pre-

determined objectives. Prior works have mainly concentrated either on financial criteria or on case study of non-

financial criteria; yet Because of significance of knowledge-based economy and increasing role of intangible 

assets in enhancement of profitability and development of modern economy, measurement tools of industrial era 

cannot evaluate performance of organizations. Balanced scorecard is one of means for evaluation of 

organizational performance, which takes both financial and non-financial dimensions into consideration.  

 

Hypotheses of Study: 

Main Hypothesis: 

 Iran corporate performance has been improved after implementation of privatization. 

 

Subsidiary Hypotheses: 

1- Performance of governmental corporations has been financially improved after privatization; 

2- Performance of governmental corporations in Iran has been improved after privatization in terms of 

customers; 

3- Performance of governmental corporations in Iran has been improved after privatization in terms of internal 

process; and  

4- Performance of governmental corporations in Iran has been improved after privatization in terms of growth 

and learning. 

 

Methodology: 

 This study is an applied, analytical-inferential, inductive, and pseudo-experimental research. Performance 

of Iran's corporations was evaluated two years before and two years after privatization on the basis of balanced 

scorecard indices and then a comparison of performance was made between these two periods. In this study, we 

examined impact of private ownership (Variable X) upon financial performance, customer, internal process, and 

learning and growth (Variable Y).   

 

Data Analysis on the Basis of Balanced Scorecard: 

 Analysis of finance shows an increase of %21.5 in financial capacities after privatization in Iran, as 

compared with two years before implementation of this plan (See Table 1).  

 

Analysis of Customer Indices in Corporations before and after Privatization: 

 Analysis of customer indices shows an increase of %17 after privatization in Iran, as compared with two 

years before implementation of this plan (See Table 2).  
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Table 1: Results of Financial Performance before and after Privatization. 

Change (%) Mean Standard Deviation  Change (%) Mean Standard Deviation  
0.563559 16.625 9.369165 10 0.341362 21.75 7.424621 1 

0.5378 17.75 9.545942 11 0.295275 22.75 6.717514 2 

0.496886 18.5 9.192388 12 0.176777 24 4.242641 3 

-0.114666 18.5 2.12132 13 -0.099593 17.75 1.767767 4 

-0.202031 17.5 3.535534 14 -0.074432 19 1.414214 5 

-0.249567 17 4.242641 15 -0.103479 20.5 2.12132 6 

0.53033 16 8.485281 16 0.282843 15 4.242641 7 

0.253833 19.5 4.949747 17 0.501818 15.5 7.778175 8 

0.340127 19.75 6.717514 18 0.525279 17.5 9.192388 9 

        

 
      
Table 2: Results of Customer Indices before & after Privatization. 

Change (%) Mean Standard Deviation  Change (%) Mean Standard Deviation  

0.369871 16.25 6.010408 10 0.286113 21.625 6.187184 1 

0.319339 15.5 4.949747 11 0.330265 20.875 6.894291 2 

0.24513 18.75 4.596194 12 0.184463 23 4.242641 3 

0.108786 19.5 2.12132 13 0.230221 21.5 4.949747 4 

-0.189969 16.75 3.181981 14 -0.02773 19.125 0.53033 5 

0.19111 18.5 3.535534 15 -0.089507 19.75 1.767767 6 

-0.282843 17.5 4.949747 16 0.083189 17 1.414214 7 

0.181309 19.5 3.535534 17 0.423232 17.125 7.247845 8 

0.212132 20 4.242641 18 0.565685 15 8.485281 9 

        

 
 

Analysis of Internal Process Indices before and after Privatization: 

 Analysis of internal process indices in corporations shows an increase of %17.5 after privatization in Iran, 

as compared with two years before implementation of this plan (See Table 3).  

 

Analysis of Learning & Growth Indices in Corporations of Iran before & after Privatization: 

 Analysis of learning and growth indices in corporations shows an increase of %18 after privatization in 

Iran, as compared with two years before implementation of this plan (See Table 4).  

 
Analysis of Hypothesis 1:  

 The first hypothesis was analyzed by performing Wilcoxon test. We examined finance of 18 privatized 

corporations two years before and two years after privatization. The results show z< 1.96 in the studied cases 

(Table 5). Due to calculated level of significance (i.e. 0.006) which is less than 0.05 and %95 level of 
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confidence, a significant difference lies in ratios of liquidity, leverage, profitability, activities, and dividend two 

years before and two years after privatization (Table 6). 

 
Table 3: Internal Process Indices before and after Privatization. 

Change (%) Mean Standard Deviation  Change (%) Mean Standard Deviation  

0.241451 15.375 3.712311 10 0.235702 18 4.242641 1 

0.364267 16.5 6.010408 11 0.229332 18.5 4.242641 2 

0.228099 15.5 3.535534 12 0.114666 18.5 2.12132 3 

0.147754 16.75 2.474874 13 0.042855 16.5 0.707107 4 

0.2744 16.75 4.596194 14 -0.040406 17.5 0.707107 5 

0.078567 18 1.414214 15 -0.121218 17.5 2.12132 6 

-0.184463 17.25 3.181981 16 0.328098 15.625 5.126524 7 

0.121218 17.5 2.12132 17 0.455425 14.75 6.717514 8 

0.207418 18.75 3.889087 18 0.424264 10 4.242641 9 

 

 
 
Table 4: Results of Learning & Growth Indices before and after privatization. 

Change (%) Mean 
Standard 

Deviation 
 Change (%) Mean Standard Deviation  

0.272463 13.625 3.712311 10 0.176777 16 2.828427 1 

0.326357 13 4.242641 11 0.178086 16.875 3.005204 2 

0.273335 14.875 4.065864 12 0.080812 17.5 1.414214 3 

0.263667 14.75 3.889087 13 0.128565 16.5 2.12132 4 

0.421783 14.25 6.010408 14 -0.067344 15.75 1.06066 5 

0.228099 15.5 3.535534 15 0.205115 16.375 3.358757 6 

0.124451 15.625 1.944544 16 0.146298 14.5 2.12132 7 

0.118751 16.375 1.944544 17 0.341362 14.5 4.949747 8 

-0.176777 16 2.828427 18 0.315568 15.125 4.772971 9 

 

 
 

 
Table 6: Wilcoxon Test for Examining Differences in Financial Performance. 

 T Value Degree of Freedom Level of Significance 

Financial Performance -2.768 17 0.006 

   

Analysis of Hypothesis 2: 

 For analyzing second hypothesis, we performed Wilcoxon test. Customer indices were examined in cases of 

18 privatized corporations two years before and two years after privatization. The results show z< 1.96 in the 

studied cases (Table 5).  Due to calculated level of significance (i.e. 0.005) which is less than 0.05 and %95 

level of confidence, there was a significant difference in attraction and maintenance of customers, their 
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satisfaction, and market shares among these corporations two years before and two years after privatization 

(Tables 4-7).   

 
Table 7: Wilcoxon Test for Examining Differences in Customer indices. 

 T Value Degree of Freedom Level of Significance 

Customer Indices -2.811 17 0.005 

 

Analysis of Hypothesis 3: 

 Similarly, hypothesis 3 was analyzed by performing Wilcoxon test. We examined indices of internal 

process in 18 privatized corporations two years before and two years after privatization. The results show z< 

1.96 in the studied cases (Table 5). Due to calculated level of significance (i.e. 0.001) which is less than 0.05 

and %95 level of confidence, a significant difference lies in process of supply chain, operational process, non-

operational process, and after-sale operation among these corporations two years before and two years after 

privatization.  

 
Table 8: Wilcoxon Test for Examining Differences in Internal Process. 

 T Value Degree of Freedom Level of Significance 

Internal Process -3.313 17 0.001 

 

Analysis of Hypothesis 4: 

 For analyzing hypothesis 4, we performed Wilcoxon test. Indices of learning and growth were examined in 

cases of 18 privatized corporations two years before and two years after privatization. The results show z< 1.96 

in the studied cases (Table 5).  With regard to calculated level of significance (i.e. 0.001) which is less than 0.05 

and %95 level of confidence, there was a significant difference in research and development, employees' 

satisfaction, information and communication technology, and capability of employees and managers among 

these corporations two years before and two years after privatization (Table 9).   
Table 9: Wilcoxon Test for Examining Learning & Growth. 

 T Value Degree of Freedom Level of Significance 

Growth & Learning 3.355 17 0.001 

 

Analysis of Main Hypothesis: 

 Likewise, for examining main hypothesis (improvement in performance), we performed Wilcoxon test. To 

accomplish this objective, we made a comparison about performance of 18 privatized corporations two years 

before and two years after privatization. The results show z< 1.96 in the studied cases (Table 5). With regard to 

calculated level of significance (i.e. 0.001) which is less than 0.05 and %95 level of confidence, there was a 

significant difference in terms of finance, customer, internal process, learning and growth among these 

corporations two years before and two years after privatization (Table 10).  

 
Table 10: Wilcoxon Test for Examining Performance of Privatized Corporations in Iran. 

 T Value Degree of Freedom Level of Significance 

Performance -3.463 17 0.001 

 

Analysis of Employment Hypothesis: 

 By performing Wilcoxon test, we analyzed hypothesis of employment. Accordingly, employment indices of 

18 privatized corporations two years before and two years after privatization were evaluated. The results show 

z< 1.96 in the studied cases (Table 5). With regard to calculated level of significance (i.e. 0.811) which is 

greater than 0.05 and %95 level of confidence, no significant difference lies in indices of employment among 

these corporations two years before and two years after privatization (Table 11).  

 

Conclusion: 

 This study demonstrates an increase of %21.5 in finance of investigated privatized corporations of Iran after 

privatization. As mentioned before, there is causal relationship among 4 indices of balanced scorecard. In other 

words, improvement in training and learning causes increase in capability of human resources and subsequently 

improves production and operational processes. Due to improvement in growth, learning, and operational 

process, volume of sale increases and more financial ratio are received; meanwhile, parameters which are 

uncontrollable by management (e.g. economic recession of world) may lead to troubles. For instance, despite 

attempts for growth, learning, and operational process, an agricultural machinery corporation may not achieve 

expected sales and profitability because of drought. In some of studied corporations, we observed this case.  

 Additionally, this study reveals an increase of %17 in indices of customer and market i.e. market share and 

attraction and maintenance of customers were on the increase after privatization. However, there was some 

instances of contradiction. 
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Table 11: Wilcoxon Test for Examining Indices of Employment. 

 T Value Degree of Freedom Level of Significance 

Indices of Employment -0.240 17 0.811 

 

 
 
Table 11: Analysis Results of Employment in Corporations before and after Privatization. 

Change 

(%) 
Mean 

Standard 

Deviation 

After 

Privatization 

Before 
Privatizat

ion 

 
Change 

(%) 
Mean 

Standard 

Deviation 

After 
Privatiz

ation 

Before 
Privati

zation 

 

0.64 82.5 53.033 120 45 10 0.129 
34181

.5 
4427.19 31051 37312 1 

0.45 53 24.041 70 36 11 0.043 5234 229.102 5396 5072 2 

0.11 1202 142.835 1101 1303 12 0.116 7438 869.741 8053 6823 3 

0.02 
1078.

5 
28.991 1058 1099 13 0.073 2610 190.918 2745 2475 4 

0.11 62 7.071 57 57 14 0.086 1916 165.462 1799 2033 5 

0.02 86.5 2.121 85 88 15 0.102 982 100.40 1053 911 6 

0.08 159.5 13.435 150 169 16 0.168 84 14.142 74 94 7 

0.01 353.5 4.949 350 357 17 0.005 236 1.414 237 235 8 

0.05 266.5 14.849 256 277 18 1.19 574.5 686.6 89 1060 9 

 

 Also, our findings shows an increase of %17.5 in internal process indices. Improvement in finance and 

customer indices of privatized corporations is rooted in operational process. The most crucial changes in the 

studied corporations in terms of internal process are as follows: Increase in production capacity, improvement in 

productivity and efficiency of production, renewal of machinery, and subsequently reduction of production 

duration, growth of gross domestic product per capita in manufacturing corporations, and reduction of project 

implementation duration. However, some corporations of this study are not technologically in a healthy state.  

 Last but not least, an increase of %18 in learning and growth occurred. This improvement may result from 

the following: 

 Greater Satisfaction of Employees: Human resources are main components of business. Therefore, a healthy 

environment is created by providing employees with satisfaction. Satisfied employees often feel greater 

commitment to their organizations and customers and more likely gain organizational success. They make 

greater effort for gaining success and attempt to improve quality of their goods and services. Prompt payment of 

salary and promotion of welfare are two significant parameters which affect their satisfaction. Our interview 

with employees shows their greater satisfaction after privatization. During interview, they put emphasis on 

prompt payment of salary. Prior to privatization in Iran, the salary was not paid to them promptly. Some others 

viewed promotion of welfare and participation in decision making as causes of their satisfaction.  

 Increase in Training of Human Resources: By receiving training, human resources continue their activities 

and improve their efficiency in compatibility with environmental and organizational changes. Therefore, 

training can improve organizational performance of employees and significantly impacts upon understanding 

and implementation of organizational policies. One of crucial impact of privatization in this study in terms of 

learning and growth is training of human resources (except for one corporation). After implementation of 

privatization, in-service training assumes enormous importance.  
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