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 The present study aims at investigating the effect of privatization strategy on 
organizational performance and its relationship with customer-orientation. The 

population of this research is 317 people. In order to obtain performance data New 

Rahavard software was used. For estimating customer-orientation, a structured 
questionnaire based on Moghimi’s (2012) study and designed and adapted by the 

researcher to suit for Mellat Bank conditions, was administered. The collected data was 

analyzed by SPSS software and descriptive statistics provided through Kolmogorov 
Smirnov test; paired t-test was used to estimate the relationship between variables. The 

obtained results revealed that privatization strategy affects organizational performance; 

customer-orientation and each of these components return on equity, operatingcashflow 
and return on investmentwere different before and after the privatization. 
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INTRODUCTION 

 

 Considering the process on globalization, if a company desires to be successful and get great part of share 

and interest of market, it must definitely regard customer-orientation as its basic policy and planning. 

Nowadays, most of the banks are faced with completely dynamic environment, considering rapid changes and 

advances in competitive settings and the dominant conditions in the market, all small and large banks regard 

attracting and retaining commercial customers as their fundamental programs; one of the most important factors 

for success of banks is offering fast and accurate services and creating this feeling in the customers that their 

satisfaction from the received services is important for banks. Contemporary banking requires modern methods, 

effective marketing and customer-orientation, providing modern technologies, providing services intended by 

the customers; the banks which are successful in this regard, can perform better in competitive market for 

attracting more resources and preserving them and finally, permanent durability of resources in the bank with 

high productivity. 

 

Significance of the study: 

 The experiences of different countries and the studies conducted in Iran revealed that governmental and 

planned managements have low efficiency. Because of that, considering market economy policy most of the 

countries like Iran have selected free economy in order to overcome some of the problems such as 

unemployment, losses of state-owned enterprises and budget deficiency and attaining progress and 

development. Considering history of governmental management in inefficient administration of resources, 

Islamic Republic of Iran needs to be aware of privatization and its effects on performance and customer-

orientation of privatized companies. Since privatization concept is one of the most important debates in 

developing countries and Iran, and as it follows goals like competition, economic productivity, increasing return 

in investments and efficient use of facilities, privatization seems necessary for banks, as well. Of course, it is 

worth noting that for continuity of action banks and other economic institution need to accept the essential 

principle of change; since inconsistency with this principle leads to great challenges in medium term and long 

term. For instance, using computers and its culture was not common in Iran, previously; even there was great 
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resistance against using it in governmental organizations, but now there are only few organizations that may not 

use it as powerful equipment. Privatization is a tool like computer that can increase the power and efficiency of 

banks through planning and accurate administration. It is an opportunity that Mellat bank can make the best use 

of it. 

 

Research aims: 

1. Determining the effect of privatization on organizational performance of Mellat bank. 

2. Determining the effect of privatization on customer-orientation in Mellat bank. 

3. Determining the difference between return on equity before and after privatization in Mellat bank. 

4. Determining the difference between operating cash flow before and after privatization in Mellat bank. 

5. Determining the difference between return on investment before and after privatization in Mellat bank. 

6. Determining the difference betweenemployees case payments before and after the privatization and 

determining the effect of its increase or decrease on the employees’ motivation in Mellat bank. 

 

Conceptual definition of variables: 

Privatization: 

 According to economic theories private sector has more efficiency than governmental sector. Private sector 

makes efficient use of production resources and provides goods and services with the least expenses and offers 

them to consumers with the least price. Because of that privatization concept has been regarded by economists 

as a strategy for improving production efficiency since past years. In Iran due to inefficiency of the government 

in economic actions, privatization has been considered by economic policy makers as a strategy for releasing 

from the problems resulted from governmental dominance; it is also regarded as a strategic goal in economic 

development programs before and after the revolution. During administering economic development programs 

before and after the revolution, privatization process has not seen remarkable success. Contradicting viewpoints 

in relation to privatization, privatization conflict with the interests of influential and decision making groups for 

privatization, particular features of acting in part of industries and increasing return in relation to their scales, 

late return of investing activities, lack of widespread investing markets in the country and finally legal obstacles 

and limitations for privatization are among the major reasons for the inefficiency of privatization in Iran 

economy [7]. 

 

Customer-orientation: 

 It includes collecting data about customers and using the information in commercial divisions Customer-

orientation is a tendency toward gaining information about customers and using that information in creating 

strategies for providing these needs and administration of this strategy through responding positively to the 

needs and desires of the customers [3]. 

 

Review of the related literature: 

 Sajadi [5] investigated the effect of privatization process on the productivity indexes of privatized 

companies. In this study 42 companies active in Tehran stock exchange during 2004-2011 were examined. The 

findings showed that the productivity of capital and productivity of work force in the studied companies were 

improved after their shares were delivered to private sector. Also, there was a positive and significant 

relationship between the percentage of shares in the delivered companies to private sector and productivity of 

capital and productivity of work force. 

 AriyanMehr (2013) studied the effect of privatization on the economic growth of countries in D8 group by 

administering estimated dynamic panel model through GMM method. The results illustrated that as expected 

privatization has positive and significant effect on the economic growth of the mentioned countries. 

 Shurouzi [6] compared the performance of companies before and after privatization during 2002-2009. 

According to the obtained results, privatization program has combined effect on the performance of the studied 

companies. Privatization has positive effect on the financial performance of the companies like operating cash 

flow and return on equity but it has negative effect on return on investment. 

 Houshmand [2] examined the performance of companies delivered to private sector through stock exchange 

during the Third Development Program. In this study the financial proportion of the companies were used as 

their performance indexes. The outcomes showed that after two years in the companies delivered to private 

sector through stock exchange, the performance indexes of the companies were not improved. 

 Marcelin [4] studied privatization, financial development, property rights and growth. The results illustrated 

that generally, privatization can improve the productivity of the companies and develop the financial division. 

 Çinar [1] examined the effect of privatization in health care division of Turkey; the performance of the 

hospital was investigated before and after privatization. Swot method was used in this research. 

 Adams and Mengistu (2009) studied the effect of privatization on economic growth and income inequality 

in 82 developing countries through LSDV method during 1991-2002. They found out that privatization has no 
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significant effect on these two variables (on economic growth and income inequality); also, an appropriate 

supervision and management by managers in private sector has positive effect on economic growth and negative 

effect on income inequality and therefore, decrease income inequality. 

 The results obtained from banks in Argentina revealed that privatization occur more when the direct interest 

of politicians from banks like support and payment of subsidized credits to their sponsors is low and financial 

limitations on politicians is great. This research showed that often governments are struggled in an inappropriate 

unit due to enormous benefits and interests. Considering the state banks of Argentina, the conditions are critical 

and financial helps from international financial agencies, force politicians to change their way. 

 

MATERIALS AND METHODS 

 

 This research is a survey study, with applied aim through a comparative method; the subject domain is 

investigating the effect of privatization on organizational performance during 2007-2010 in Mellat banks. 

Considering the effect of privatization on customer-orientation, the population is all managers of Mellat bank 

branches. This bank has 1811 branches in Iran; the participants are 317 people selected through Morgan table. 

The data was collected from studying accounting and financial documents (Balance Sheet and Income 

Statement) of Mellat banks. In review of the literature library studies were used and the information was 

collected by note taking; New Rahavard software was used for gathering information about performance. For 

estimating customer-orientation, a structured questionnaire based on the Moghimi’s (2012) study, was 

administered which was designed and adapted by the researcher to suit for Mellat Bank conditions. The 

collected data was analyzed by SPSS 18 software and descriptive statistics provided through Kolmogorov 

Smirnov test; paired t-test was used to estimate the relationship between variables. Descriptive reports of 

variables before and after privatization were provided by distributed and central indexes. The performance of 

bank was examined two years before and two years after the privatization. 

 

Data analysis: 

Normal distribution of data: 

 Before hypothesis testing the normal distribution of data must be examined; Kolmogorov Smirnov test is 

used for this aim.  

 

Reults: 
Table 1: Normal distribution of data. 

Variable Kolmogorov Smirnov Significance level 

Return on investment before privatization 0.346 1.000 

Return on investment after privatization 0.456 0.985 

Return on equity before privatization 0.944 0.334 

Return on equity after privatization 0.951 0.323 

Operating cash flow before privatization 0.845 0.451 

Operating cash flow after privatization 0.804 0.464 

Customer-orientation before privatization 0.407 0.989 

Customer-orientation after privatization 0.355 0.994 

Organizational performance before 

privatization 

0.813 0.460 

Organizational performance after 

privatization 

0.824 0.453 

 

 As the significance level must be more than 0.05 for all variables, the normal distribution hypothesis with 

95 percent insurance level is not rejected; the variables are distributed normally so we use parametric tests for 

estimating these variables.  

 

Comparing performance of the bank before and after privatization by paired t-test: 
Table 2: Comparing performance of the bank before and after privatization. 

Test 

result 

Value 

of p 

Freedom 

degree 

Value 

of t 

Standard 

deviation of 

the 

differences 

Mean 

difference 

Standard 

deviation 

Mean 

score 

Level Variable 

First 

hypothesis 

accepted 

0.00 316 21.44 0.752 0.906 0.561 

 

 
 

 

0.557 

3.318 

 

 
 

 

4.224 

Before 

privatization 

 
 

 

After 
privatization 

Organizational 

performance 

of bank 
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 Table 2 shows that bank has different performance before and after privatization and this difference 

according to t-test is more than 1.96; the significance level is less than 0.05 which is significant statistically. The 

mean score of organizational performance of bank after privatization is 0.906 which is more than means score 

before privatization. 

 

Comparing customer-orientation before and after privatization by paired t-test: 
Table 3: Comparing customer-orientation before and after privatization. 

Test 
result 

Value 
of p 

Freedom 
degree 

Value of 
t 

Standard 
deviation of 

the 

differences 

Mean 
difference 

Standard 
deviation 

Mean 
score 

Level Variable 

Second 
hypothesis 

accepted 

0.00 316 21.157 0.494 0.588 0.325 
 

 

0.472 

3.536 
 

 

4.124 

Before 
privatization 

 

After 
privatization 

Customer-
orientation 

 

 Table 3 shows that privatization affects customer-orientation of the organization and customer-orientation is 

different before and after privatization and this difference according to t-test is more than 1.96; the significance 

level is less than 0.05 which is significant statistically. The mean score of customer-orientation of bank after 

privatization is 0.588 which is more than means score before privatization. 

 

Comparing performance components before and after privatization by paired t-test: 
Table 4: Comparing performance components before and after privatization. 

Test 
result 

Value 
of p 

Freedom 
degree 

Value of 
t 

Standard 
deviation of 

the 

differences 

Mean 
difference 

Standard 
deviation 

Mean 
score 

Level Variable 

Third 

hypothesis 

accepted 

0.00 316 18.88 0.899 0.955 0.655 

 

0.606 

3.399 

 

4.354 

Before 

privatization 

After 
privatization 

Return on 

equity 

Fourth 

hypothesis 

accepted 

0.00 316 17.79 0.7787 0.7783 0.652 

 

0.599 

3.330 

 

4.108 

Before 

privatization 

After 
privatization 

Operating cash 

flow 

Fifth 

hypothesis 
accepted 

0.00 316 17.64 1.022 1.013 0.730 

 
0.656 

3.192 

 
4.206 

Before 

privatization 
After 

privatization 

Return on 

investment 

 

 Table 4 shows that the bank has different performance before and sfterprivatization in all three components; 

this difference according to t-test is more than 1.96; the significance level is less than 0.05 which is significant 

statistically. The mean score of return on equity after privatization is 0.955 which is more than means score 

before privatization. The mean score of operating cash flow after privatization is 0.77 which is more than means 

score before privatization. And the mean score of return on investment after privatization is 1.013 which is more 

than means score before privatization. 

 
Table 5: Descriptive statistics of responses given to each of the questionnaire’s dimensions. 

Variable Mean score Standard deviation Least amount Most amount Total 

Return on investment before 

privatization 

3.192 0.730 0.67 4.33 1012.00 

Return on investment after 
privatization 

4.206 0.656 2.33 5.00 1333.3 

Return on equity before 

privatization 

3.399 0.655 2.25 5.00 1077.75 

Return on equity after privatization 4.354 0.606 2.50 5.00 1380.25 

Operating cash flow before 

privatization 

3.33 0.652 2.00 4.5 1055.75 

Operating cash flow after 

privatization 

4.108 0.599 2.25 5.00 1302.5 

Customer-orientation before 

privatization 

3.536 0.325 2.76 4.03 1121.08 

Customer-orientation after 

privatization 

4.124 0.472 2.81 5.00 1307.5 

Organizational performance before 

privatization 

3.318 0.561 2.00 4.27 1051.82 

Organizational performance after 

privatization 

4.224 0.557 2.36 5.00 1339.18 
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Conclusion: 

 Mellat bank is a financial service and Iranian banking company which is the largest bank in Iran after Melli 

bank. In financial year of 2012 Mellat bank was the fifth largest company in Iran with the income of more than 

120 trillion riyals. This bank was established in June 1980 after Islamic revolution and during nationalization of 

all banks by the Council of the Revolution and after integration of all commercial banks in the form of two 

banks of Mellat and Tejarat. 

 The initial capital of this bank was 33.5 billion riyals which consisted of ten commercial banks’ finances: 

Par bank, Omran bank, Farhanghiyan bank, Dariush bank, Tehran bank, foreign Tejarat bank, cooperative and 

distribution credit bank, international bank of Iran and Arab and Iran insurance bank. In 2009 the total property 

of Mellat bank was 131000 billion riyals. After modifying the administration of policies of Article 44 of the 

constitution in 2006, this bank was introduced as a first state bank ready for privatization and in March 2009, 5 

percent of Mellat bank shares was offered in Tehran stock exchange; 2.5 percent of this share was sold and the 

only buyer was Mellat bank’s Future of Employees Company (employees retirement funds of Mellat bank) 

which was one the banks subdivisions. Iran government claimed that through providing 30 percent of bank’s 

shares as equity share, 15 percent of Shasta (Social Security Investment Company) and two blocks of 5 percent 

to retirement funds and Social Security Organization of Armed Forces for debt rejection, offering 5 percent to 

employees and 5 percent in Tehran stock exchange, this bank is not a state bank anymore. Although, most of the 

experts believed that a great deal of Mellat bank shares was handed among governmental agencies and this way 

cannot be called privatization. 

 The obtained results revealed that generally privatization is influential in bank’s performance; since, there is 

a significant difference between the performance of the bank before and after the privatization; also, 

privatization affects customer-orientation, since the customer-orientation of the organization is different before 

and after the privatization. Bank performance includes return on investment, return on equity and operating cash 

flow, each of these components are influenced by privatization and there is a significant difference before and 

after privatization. Thus, the findings showed that privatization has positive effect for the bank in reducing bank 

body (branch integration). 

 Perhaps providing services by private sector for some ministries and organizations is desirable but for some 

centers like health care organization, privatization did not work well and it requires revision [3]. During 1998 till 

2006, Nakhaei (2009) investigated the role of privatization of state companies that were assigned to private 

sector in increasing their share amount. The results were similar to the present research and revealed that after 

privatization, the return of companies changed significantly. Dimova (2004) examined the advantages of selling 

banks to foreign investors in East and Central European countries and found out that privatized banks which 

have been sold to foreign investors have better performance than the bank being sold to internal investors. 

Otchere (2005) studied the performance of privatized banks before and after privatization in relation to private 

banks in countries with low or medium income. Unlike the results of the present research, he found out that in 

short term the current private banks have negative reaction toward delivering state banks and the investors’ 

expected improvement of performance from privatization in banks did not accomplished. 

 Chi, Li and Moshirian (2005) investigated the internal industry effects of delivering “Chin-Hang-Kong” 

bank in China on banks and financial institution of banking industry in China; the findings revealed that private 

banks and financial institutions of China and Hong Kong stock exchange have negative reaction toward this 

transfer. The daily return on share in these banks experienced remarkable decrease and also they showed that the 

performance of delivered bank is better than its competitors. In addition, privatization affects the spirit and 

morale of employees negatively and also creates distraction among noticeable number of employees acting in 

great positions like, manager, vice president and directors of funds and credits (due to branch integration). 
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