
OB TO G 

B 

EDGAR MIMO WECHE 

A MANAGEME T RESEARCH PROJECT 

SUBMITTED IN PARTIAL FULFILLME T OF THE 

REQ REME T FOR THE DEGREE OF MASTERS 

OF B S SS ADMINISTRATIO , 

OF THE RSITY OF AIROBI. 

u 1VERSITY OF NAIAOEII UBRARY 

OCTOBER 2005 



hi r 

ubn1itt r 

t 1 n1y rt,)n I \V rk nd h n t 

r 1 n n · t h r u n i v r i ty: 

n 

ignd ........ ~ ........ . t ... f?J .. ) .1.1.) .~ 9.7:?. c; 
d g r 1111 m \\ h : 

D/61 /P/ 0 8/20 

Thi R arch Pr ~ t ha b n ubn1itt r ' 111111 ti n 

\ ith n1y ppr val th univ r ity up rv1 r. 

1gn 

Kithinj i 

L hlr r 

p 11111 nt f unt1ng 

niv r ity 1r 



hi tudy i d di at d t my fath r ·1 rtin mimo 

\ h and nty n1 th r R . nyo o "he. 

or all that the Lord lza. done it is Hell. It L Hell H ith our 

0 11/ .. •••••••••••••••••••••••••• 

II 



The B programme has e n a gre t challenge for me as it r quired sacrifice and 

working e. tra hard to e able to make its successful completion a reality. It h enabled 

me to face the challenge of nev situations v ith more confidence and broadened my 

analytical skills. The product oftrus project is the efTort of many people who have in one 

way or the other supported me. 

pecial thanks go to my supervisor Mrs. Angela .Kithinji; of the The Department of 

Accounting Faculty of Commerce who has been very patient and guided me through 

this research by providing the necessary criticisms suggestions and solutions. My thanks 

also go to the teaching staff of the Faculty of Commerce and also the subordinate of the 

niversity of airobi Library in Lower Kabete and also main campus. 

I must also thank the following: Rose enteu Robert Ondere, Protus Wanyonyi, olornon 

M. Lutta Justus irniyu Mr. David Serede Caroline Momanyi and Edna Momanyi and 

all the MBA Parallel Programme Group of2002 students, for the very ideal social and 

academic environment that cultivated interactive discussions in the three years of my 

study.! will also be fore er grateful to my brothers Kennedy, Gilbert, Lawrence and my 

sister Jessica who sacrificed finances of the family to allow me to start an MBA. 

May Almighty God Ble ou! 

iii 



DECL 

DEDT 

TIO 

n 
OWLEDGE 

LI TOFT B E 

ABBREVlA TIO 

AB TRACT 

I TROD TIO 

1.1 BACKGROUND 

B 

T 

1.2 STATEMENT OF THE PROBLEM 
1.3 RE EARCH OBJECTIVE 
1.4 IMPORT CE OF THE TUDY 

CHAPT RTWO 

LIT RATURE RE W 

2.1 OBJECTIVES OF STATE OWNED ENTERPRISES 
2.2 OBJECTIVE OF PRIV A TIZATIO 
2.3 METHOD OF PRrv ATIZA TIO 
2.4 TRA TEGI E 1TERPR1 E 
2.5 LE E 
2.6 AGEME T CO TRACT 
2.7 0 -STRATEGIC E TERPRl E 
2.8 LIQUIDATIO 
2.9 SALE OF A SETS 
2.10 PUBLIC HARE OFFE G 
2.11 PRJV TE PLA EME T 
2.12 JOINT VE TURE (PARTIAL PRIVATIZATIO 
2.13 PRJV ATE CO TRACT G OF ER ICE 
2.14 PRIC G AND VALUATIO 
2.15 FIN CING PRN A TIZA TIO 
2.16 CHALLE GE OF PRIV ATIZATIO 
2.17 MEASURES OFF A CIALPERFO CE 
2.18 PREDICTIO ODEL 

iv 

p 

(i 

ii) 

Ill 

i ) 

(vi 

( iii 

(ix) 

I 
4 
6 
7 

8 
10 
13 
14 
14 
15 
17 
17 
17 
18 
19 
20 
21 
21 
22 
25 
27 
27 



PTR 

HODO G 

H R 

D TRP T 10 

4.1 RODUCTlO 
4.2 TRENDS F CIALPERFORMANCERATIO 
4.3 TREND OVERALL FIN CIAL PERFORMA E 
4.4 REGRE SIO AND CORRELA TIO RE ULT 
4.5 TESTS OF SIGNIFICA CE 

CH PTERFIVE 

FINDI G 0 CLU 10 S, LIMIT TIO 
FURTHER RE E H 

5.1.1 UMMARY OFFINDING 
5.1.2 UMMARY OF 0 LU IO 
S. 2 RECOMMENDATIO TO POLICY MAKER 
5.3 LIMITATIO S OF THE STUDY 
5.4 UGGE TIO FOR FURTHER RESEARCH 

RE E 

APP ND 1 Financial perfonnance ratios 

PP D 3 Z-Tests Results 

v 

D GG TIO FOR 

29 
29 
29 

32 
33 
44 
50 
54 

5 
60 
63 
64 
65 

66 

68 

74 

112 



F PH 

GRAPH 1: Tr nd in Financial Performance Ratios: ompany 1 

GRAPH 2: Trends in Fmancial Performance Ratios: ompany 2 

GRAPH 3: Trends in Financial Performance Ratios: ompany 3 

GRAPH 4: Trends in inancial Performance Ratios: ompany 4 

GRAPH 5: Trends in Financial Performance Ratios:Company 5 

GRAPH 6: Trends in Financial Performance Ratio: Company 6 

GRAPH 7: Trends in 0 erall Financial performance: ompany 1 

GRAPH 8: Trends in 0 erall Financial performance: Company 2 

GRAPH 9: Trends in Overall Financial performance: Company 3 

GRAPH 10: Trends in 0 erall Financial perfonnance:Company 4 

GRAPH 11: Trends in 0 erall Financial perfonnance: ompany 5 

GRAPH 12: Trends in 0 erall Financial performance: Company 6 

TABLE l Regression and orrelation results: ompany 1 

TABLE 2 Regression and Correlation results: Company 2 

TABLE 3 Regression and orrelation results: Company 3 

T BLE 4 Regression and orrelation results: ompany 4 

TABLE 5 Regression and orrelation results: ompany 5 

TABLE 6 Regression and Correlation results: Company 6 

vi 

p 

33 

35 

6 

3 

40 

42 

44 

45 

46 

47 

48 

49 

74 

80 

86 

93 

98 

104 



Z Test: Re ults: company I I 4 

Z Test Results: company 2 1 I 2 

Z Test Results: company 3 114 

Z Test Results: company 4 1 I 7 

Z Test Results: company 5 118 

Z Test Results: company 6 120 

vii 



ABB 

EBT Earnings before taxation. 
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The study sought to find out if there is a major difference in performance of tate owned 

enterprises firms pri atized through the airobi tock Exchange E . In addition it had 

an objecti e of de eloping a predicti e model for state ov ned enterprises that were 

pri atized through the ( SE).The study analysed six state owned enterprises that were 

pri atized through the airoibi tock Exchange. The extent of contributiuon of financial 

ratios to performance was analysed. The ratios used were profitability liquidity leverage 

and activity ratios. 

The data was analysed using regression analysis and correlation tests. Hypothesis testing 

was done using the Z tests at 95% le el of significance to find out if there is significant 

difference between pre and post privatization performance. 

The findings showed that generally privatization resulted to improved results in the 

finance and commercial sector but not in the industrial sector. The findings also sho ed 

that profitability ratios were positi ely related to performance and le erage ratios were 

most'negatively related to performance. Liquidity and leverage ratios showed mixed 

relation to performance The results of hypothesis testing confirmed that pre and post 

privatization performance is significantly different when using the profitability and 

Je erage ratios. 
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H P R 

I R D 10 

1.1 Background 

Privatization is positi ely linked with hardened firm budgets and the extent of 

market liberalization. but i constrained by exce sive debts and worker redundancy. Firm 

efficiency and state owned enterprises, financial liabilities imposed on local go emments 

are not factors of influence Guo and Yao 2005). 

Pri atization represents a potential revolution in the role of go ernment in promoting 

economic growth and de elopment. This revolution gained force in the 1980's and 

continues to gather momentum (Kikeri unita, John ellis and Mary Shirley 1992). 

The pri atization movement set in motion by the Reagan Administration in the 80's in 

the United tates appears to ha e started a global trend of restoring the free enterprise 

spirit (Dhameja and Sastry 1998). 

In Asia after 40 years of socialism or ocialistic pattern of society) India has begun to 

liberalize and privatize its economy. hina has opened its doors to the outside world and 

allowed private ownership ofbusiness by its citizens. The Association of South East 

Asian ations countries Indonesia Philippines, Singapore Thailand and Malaysia are no 

exception to this global trend, even the newly constituted states of the fonner o iet 

Union are now embarking on privatization programmes. 



The economic benefits ofpri auzation are now widely accepted, and can include 

impro ed enterprise efficiency and financial perfonnance de eloping, competitive 

industry which serves consumers well acce sing the capital know how and markets 

which permit growth achieving effecti e corporate governance broadening and 

deepening capital markets and securing the best possible price for the sale (Kikeri, 

unita John ellis and ary Shirley; 1992 ). 

The results from an emipira1 study sponsored by the World Bank regarding 12 cases of 

di ersitures of government owned assets in four middle income and developed countries 

showed that pri atization can bring substantial gains. In eleven of the twelve cases the 

gains were positi e and large amounting to an average 2.5 percent permanent increase in 

Gross Domestic Product (Kikeri Sunita, John ellis and Mary hirley, 1994). 

More than 8500 state owned enterprises in over 80 countries had been privatized by 

1992. It is hard to find a country without pri atization programme or a sector of acti ity 

not susceptible to pri ate management if not ownership. Privatization has thus become 

the single most influential concept of the later part of the 20th Century and will continue 

being so for the earlier part of the 21 51 Century. 
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Pri atization can bed fin din stmple t rms as the process by' hich govemm nts' at 

the state o vned enterpris completely. !though OEs are the most common and' II 

known examples, go emments can also pri atize land hou ing which has be n don m 

Great Britain and el ewhere and e en ervices for example in the United tates where a 

fe\l cities ha e experimented with pri atizing education r ad construction and 

maintenance by contracting them out to pri ate firms. 

Until recently the English language had not disco ered the word privatization. Many of 

the older dictionaries did not have the' ord and e en when it started appearing it was 

described in cry simple manner such as tbe proce of making private . urrently 

there is however plenty of literature describing pri atization especially from 

organizations such as the World Bank. 

Pri atization could mean different things to different people. It is because though in 

theory some central concepts such as Ownership' 'Competition' 'Regulation' 

'Liberation 'Deregulation etc. can be distinguished and d iscussed separately but in 

practice they are all inter-related. 
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Tht is th re on " hy prior to 1979 pri atization v as often r ferred to as 

arkctization'. • orporation ', 'D - ationalization etc. Ho\ e · r Pri ate is a middle 

English pro erb deri ed from the Latin 'Privatus' " hich means not belonging to the 

state or not in public life . Thus th term Pri atization could contextually mean 

'measure taken to initiate a mor commercial (privat ) approach into the acti ities 

undertaken y the pubhc sector. This is the reason" hy the question privatization of 

what?, Is usually answered as pri atization of the Public ector. The Public ector is also 

referred to as the tate ector or tate Owned Enterprises OEs). 

Kibumba ( 1998 states that the subject matter in pri atization is SOEs) also called 

parastatals or public enterprises. OEs are revenue generating entities owned by the state 

or which the state exercises some dominant control. They include firms with essentially 

commercial functions such as parastatal banks or textile mills or marketing boards. 

1.2 T TE PROBL M: 

In the late 1980s and 1990s a change in attitude of the major international 

financial organisations on late Owned Enterprises accelerated the need for their 

pri atization especially in developing countries like Kenya. 

The International Monetary Fund introduced stabilization policies to reduce public 

expenditures and to adopt policies which would foster the efficient use of resources and 

consequent growth. The Government ofKenya therefore started the process of privatizing 
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tate ~ed nterpri which by then. had become a maj r drain on the exchequer, and 

v re contributing to th inefficient use of re ource and enhancing economic decline. 

Pri atization of tate Owned Enterpri es thus became an engine for the grov th of the 

economy and impro ement of their financial performance. Experience has hov n that 

countries that ha e relied on the pri ate sector to operate economic growth ha e fared 

much better than countries that have relied on the public sector to do so. 

A number ofpri atizations ha e taken place in Kenya such as the Kenya ommercial 

Bank, ational Bank of Kenya, Uchumi Mumias and Kenya Airways. o study has been 

undertaken to establish the Pre and Post Privatization financial performance of companies 

pri atized through the airobi tock Exchange. In addition no known study has 

developed a model to predict the likely financial performance of privatized companies. 

Otieno (1998) observes that little research has been undertaken in Kenya to compare the 

performance of tate Owned Enterprises before and after privatization. Previous research 

has concentrated on comparing the relati e efficiency and profitability of public and 

private firms. The major study to be cited here is by Grosh (1991), covering the 

performance of77 manufacturing firms in public and private sectors. Public firms had the 

highest average rate of return at 15.2 per cent while private finns had 9.5 per cent. Her 

conclusion was that the data re eallittle reason to expect pri atization to improve 

performance. 
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an ly d the financial and op rating erfonnance of n \ ly 

pn atiz d ent rprises in Kenya, ho\ve er hi study co ered only four year afier 

pn atiLation and the findin therefor r vealed only the immediate en fits. Future 

studie should therefore seek to identify and measure the long run ben fits. uch studies 

v ill more use either regres ion analysis or multiple discrimmant analysis which cannot 

be applied in the short run b cau e of fev ob ervations. 

This study ther fore analyses the Pre and Post Pri atization performance of tate Owned 

Enterprises, pri atized through the airobi tock Exchange and also estimates a 

predictive model of their financial performance following pri atization. The study seeks 

to find out if the performance of state owned enterprises privatized through the airobi 

Stock Exchange will better than when they were state own d enterprises. The study also 

seeks to find out ifpri atization has an effect on the performance of SE. 

1.3 EAR H OBJECTIV 

1. Establish the Pre-Pri atization performance of tate Owned Enterprises 

privatized through the Nairobi tock Exchange. 

2. Establish the Post-Privatization performance of tate Owned Enterprises 

privatized through the airobi Stock Exchange. 

3. To de elop a performance predictive model for tate Owned Enterprises 

privatized through the airobi tock E change. 
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1.4 I IP R OF H 0: 

The study-. ill be of benefit to arious p ople. 

1. Financial Managers and Directors of tate Owned Enterpri es: They" ill 

be able to con ince the government to di e t from tate Owned 

Enterprises so that fficiency of the" ark force increases and government 

expenditure on tate Owned Enterprises is eliminated and replaced by 

more revenue being generated. 

2. Individual in estors and investment firms: They will be able to operate in 

a liberalized environment and strive to be competitive to ensure that the 

tate Owned Enterprises yield profitable returns on their investments. 

3. Academicians: They will be able to ha e more knowledge in finance 

especially on the success of privatization of State Owned Enterprises in 

other parts of the world. This will enable them to enhance the literature on 

the financial benefits of pri atizing State Owned Enterprises. 
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.. } D RPRI 

H PT R TWO 

TREREI 

Between the mid -60s and early 80s thousands of State Owned Enterprises were created 

throughout the developing countries. Indeed in de eloped countries the same process 

was undertaken soon after the econd World War. State Owned Enterprises were created 

for various reasons and were belie ed to be effecti e means of economic growth 

especially in sectors requiring hea y capital in estment. Others were created to meet 

certain political and social objectives such as job creation reduction on dependency on 

foreign inputs and the creation of own infra-structure for accelerated social economic 

development Cook and Kirkpatrick 1995). 

Dhameja and Sastry (1998) note that State Owned Enterprises were concerned basically 

used as instruments of economic development. This was particularly so where 

Governments assumed an obligation to regulate the private entrepreneur's tendency to 

make monopolistic profits, eliminate social, economic and regional inequalities; invest in 

socially profitable entures speed up the rate of economic and technological 

development and provide visible instruments of entrepreneurial acti ity. 

It is reported that in Iran a steel project was motivated primarily by considerations of 

prestige. State Owned Enterprises were created in the state of Andra Pradesh in India 

during mid 80s, as the number of enterprises did not tally with the number of polit1cal 

aspirants. 
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The importanc and influence of tate Own d Enterprises gre' rapidly in the eventie 

and early- Os throughout the developing countries. ln ub- aharan frica, tate Ov ned 

Enterprises accounted for some 17% of the GOP by early 1980s. But gradually people 

started questioning hov they' ere manag d because despite their proliferation most 

performed below expectation. Most tate Owned Enterprises started losing money and 

soon started being a drain on national treasuries. Many had to be propped up against 

outright collapse at great expense to the taxpayers {Kihumba 1999). 

By mid-80s it had become increasingly clear that something had to be done about tate 

Owned Enterprises. This led to the need to tum over these enterprises to private sector. 

Privatization of State Owned Enterprises acquired many objectives including the need to 

increase efficient use of economic resources by allowing competition and discouraging 

monopolistic systems, for their tendency to be inefficient in allocation of resources or 

production of wealth (Cook and Kirkpatrick 1995). 

The last quarter of the 201
h Century has witnessed sweeping economic reforms, creating 

radical changes in economic structures that had been built earlier leading to drastic 

changes in the financial performance of finns. The privatization of state owned 

enterprises has featured prominently among these economic reforms and this has been so 

due to the rather poor financial performance of State Owned Enterprises. Between 1980 

and 1992, close to 7000 State Owned Enterprises were privatized in arious countries aJI 
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o ·er the world. tore than _ 

Walle· 1993). 

of them were from 0 de eloping countri s an de 

The pri atization pr ce sis likely to continue to feature prominently in Africa and 

other regions. anaging this privatization process and ensuring financial succe s is thus 

going to pose considerable challenges to the financial management of resources in frica 

and Kenya in particular (Ikiara· 1999 . 

2.2 OB TIVE OF PRJV TIZ TIO 

Dhameja and astry (1998) note that State Owned Enterprisess in general represent a 

monstrous political and economic resource for the policy makers. Unquestioned 

utilization of the resources at the whims and fancies of policy makers led these 

enterprises to disaster State Owned Enterprises a11 around the world performed poorly 

inspite of their relative monopolistic competiti e advantage. Their overall profitability 

was insufficient and the end result is that, State Owned Enterprises ha e become a drain 

on the exchequer and a means of patronage and source of power and wealth for the policy 

makers. 

As a result of the poor performance the trend towards public enterprise expansion begun 

to be seriously questioned and a number of countries have adopted policies that seem to 

aim at re ersing this trend. Indeed, there ha e been attempts to rely more hea ily on 

deregulated free markets for the allocation of resources. In particular there has been a 

significant mo e towards privatization (Fontaine, 1993). 
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Further change in the attitude of some international organizations accelerated the 

implementation of pri atizat1on policies, e pecially in the de eloping countries for 

example The International Monetary Fund s (IMF stabilization policies have induced 

many countries to reduce public expenditure and to adopt policie that would foster the 

efficient use of resources and consequent growth. Often pri atization becomes the most 

logical means of satisfying these requirements. The World Bank and other International 

Aid Organizations have become more open to the possibiJit y of pri ati zation of some of 

the government acti ities. This openness has encouraged privatization (Cook and 

Kirkpatrick; 1995). 

Mary Shirley (1989 notes that "the efficiency of enterprises - Public or Private is 

highest when the enterprise strives to maximize profits in a competitive market under 

managers with the autonomy capacity and motivation to respond to competition. and 

v hen enterprises that cannot compete go bankrupt." 

Since public enterprises seldom face such conditions their efficiency is expected to be 

less than highest always. Growth models of Japan Korea ingapore, Honk Kong and 

Taiwan ha e been characterized by intense competition and outward orientation 

emphasizing exports and international competiti eness. This bas assigned a significant 

role to the private sector. 
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Pn atization programs are ither voluntary or forced. There are case where pri atization 

of tat Owned Ent rprises has taken plac as a result of a voluntary and deliberate 

policy of the government. In other cases ho\ e er the process has been more 

as a result of the conditions et by multilateral and bilateral donor agencies that insist, 

only countries willing to undertake arious structural adjustment measures, including 

privatization are to ha e access to their resources (Ikiara; 1995). 

In Kenya the go emment was required to off load its invol ement in the management of 

organizations such as Kenya Airways. At the moment the government is trying to di est 

from the telecommunication industry by attempting to pri atize Telkom Kenya Limited. 

Privatization is usually implemented to achieve objectives of raising the operational 

efficiency and performance of the enterprise, by introducing profit oriented decision 

making process. Privatization is also supposed to reduce government's fiscal deficit and 

its external and internal debt. Pri atization enhances private sector culture, by introducing 

competition and entrepreneurship by changing and widening the structure and ownership 

through the sale of shares. The go emment is able to earn revenue through the sale of 

these shares. 

In many cases privatization is undertaken because of the belief that the process enhances 

efficiency in resource allocation and utilization for the greater benefit of the people, 

through impro ed financial performance rather than being a drain on govemment 

fmances. 
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While con id ra le debate continue about the comparativ merits of market ba ed and 

controlled economic y t ms it 1 no' g nerally held that private sector management of 

economic re ource ts technically more efficient and fin ncially re\! arding than the 

public sector management. 

The relati ely higher efficiency and financial performance of the private sector is 

derived from its in-built incenti e mechanisms for higher producti ity, less wastage and 

lower monopolistic powers which create an en ironment conduci e to increased 

competition in both products and labour markets. 

Pri atization helps to reduce the government s financia l burden and generates 

more revenue to the go ernment because of better financial performance. Privatization 

has been regarded as one of the ways in which a country can create a more attractive 

environment for foreign in estors in the developing countries. Privatization is expected to 

enhance the role of the private sector and lead to an economy that is broadly guided by 

the dictates of market forces of demand and supply instead of government directives and 

regulations. 

2.3 THOD OF PRJ TIZ TIO 

A wide range of privatization techniques is available. It is thus cntcial that the method not 

be selected hastily or casually but only after careful assessment of all pros and cons the 

overall social economic and political implications, and the overall suitability to the 

pri atization of the proposed enterprises. 
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The privatization method dep nds largely on the nature of the enterprise, its op rational 

status ownership structure existing legal agreements and the level of development of 

the country's stock markets Cook and Kirkpatrick· 1995 . 

2.4 T RPRJ 

Ikiara (1999 ob erves that for strategic enterprises, in which the government 

ownership is deemed necessary in one ' ay or the other the most suitable method is 

likely to be partial privatization. The objective here is to raise efficiency of the enterprise 

by introducing private-sector management for some of the services or departments. Good 

examples include efforts to privatize some of the services provided by posts and tele

communications rai I ways, and harbours corporations in a number of African Countries. 

There are several methods which ha e been found suitable for privatization of strategic 

enterprises· they include granting of leases and management contracts. 

2.5 Lea e 

Under leases. private sector management and technology are pro ided under contract to 

state-owned enterprise for a given period of time. The private party pays the government 

to use the assets and assumes commercial risks. Such contracts ha e been successfully 

used in sectors which find it difficult to attract private investors or where there are 

difficulties raising adequate financial resources to purchase a whole public enterprise. 

Examples of effective use of this privatization method include water supply in Cote 
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d'I 01r and Guin a, pow r in ot d lvoire road tran port in ' iger, port manag m nt in 

ig na and mining in Guinea (Kikeri ellis and hirley· 1 94 . 

This method ts ho~ e er not suitable for enterpri es that requir large volumes of ne\ 

mve tments to be competiti e because the pri,·ate sector entrepreneurs may not be \! illing 

to in est hea ily in leased enterprise. In 19 1 Jamaica leased se en hotels instead of 

elling them. 

2.6 Managemen t ootract 

Management contracts are more suitable in circumstances in which outright sales 

of enterprise may not be financially or politically feasible for instance, railways v ater 

and power usual1y require large investments in modem equipment and technology that 

may be beyond the ability of individual entrepreneurs. 

Private sector managers are thus brought in and the enterprises are allowed to 

operate more or less like private firms although the assets remain the property of the 

state. The contractors are paid a fee by the state for services rendered and losses borne by 

the state. ince the fee is nonnally payable irrespective of performance managers assume 

no risk and have little incentive to improve efficiency and maintain the value of the 

assets. The concept has however worked well in sectors such as hotels airlines and 

agriculture where contract negotiation and monitoring are routine and where adequate 

supply of experienced managers exists (Kikeri ellis and Shirley; 1994 ). 
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One of the key lessons from experience with management contracts is that public- ector 

officials or managers should a oid int rfering \ ·ith day to day management but give 

emphasis to esta li bing the necessary accountability. ontract managers can be held 

accountable by a ariety of mechanisms, including properly staffi d and ernpo' ered 

boards of directors business plans, contract plans and perfonnancc bonds, p rfonnance 

evaluations and other incentive systems. 

In addition, contractors can be given incentives to impro e their operations and 

enhance the long-tenn alue of the assets by linking their fees to perfonnance 

encouraging equjty investments or allowing managers to purchase some or all of the 

assets when the contract expires. However it must be recognized that this last option 

should not link the market value at the end of the contract with the purchase price 

otherwise the contractor would have an incentive to run down the value of the enterprise 

(K.ikeri ell is and Shirley· 1994 . 

Management contracts are likely to succeed when they are a step toward full 

pri atization since it is change in ownership that check government interference and 

brings in the required investment capitaL icaragua provides a good example of a 

country that has used this method as a first step, in privatizing two fisb processing plants. 

The country s experience shows that\ ith careful planning the technique could be 

effectively used in the African environment. 
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2. T RPRJ 

In the case of non- trategic entcrpri e there is a much wider range of pri atization 

method . The choice largely depends on such factors as whether the enterprise i 

operational and profitable, and also thee isting legal agreements (Ikiara; 1995 . 

2. 8 LIQUlD TIO 

on operational or unprofitable enterprises are usually liquidated. This leads to the 

dissolution of the business enterprise and sale of its assets. This allows the private 

sector to fill the vacuum. One of the ad erse effects of this method is the heavy toll it 

takes on the society by laying off workers often without meaningful compensation. 

Liquidation is also often the first step to privatization (Ikiara; 1995) 

2.9 EOF 

The government may at times opt to sell the assets of a firm. This in olves the sale of 

hardware rather than the shares of a going concern. This is done especially when there are 

legal suits against the enterprises or when it is saddled with debts. It is also useful for 

breaking up large firms and monopolies into iable and nonviable units 

separating competitive from non-competiti e acti ities and identifying peripheral assets 

such as restaurants real estate and so on, that can be sold as separate concerns. This form 

has been used successfully in Eastern Europe Central Asia Argentina (railways and 

steel and Mexico steel) (Segura; 1994) 
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II Rl. 

This involv offi ring shar s of an op rational tate enterprise for sale to the general 

pubJic through organized market p cially stock e change. Thi method is ideal for 

large state owned enterprise. It must ho' ever be noted that public share offerings can be 

used as pri atization method only in countries with well-de eloped stock exchange 

markets. This is one of the problems of using this method in many African countries 

where stock exchanges are generally not mature (Bhouraskar; 1993 . 

Many state enterprises to be privatized through public share offering must first be 

commercialized. This requires restructuring the enterprises to make it a corporate entity 

and creating a joint-stock company. The process facilitates formation of a company with 

shares that can be traded in a country's stock market. The shares of the company are 

initially held by the go emment and other partners in case of joint ventures. 

The government can sell the shares to the public allowing participation of the people in 

the exercise. Public share offering is among the most popular methods of privatization 

because they allow more people to be shareholders of entities created by public resources. 

The method is thus highly attractive for its relatively stronger 

egalitarian aspects (Kikeri Sun ita and hirley; I 994). 

Britain was able to use this method very succe sfully. The method was particularly 

popular because of special allocations of shares to employees of the Enterprises or small 

investors to allow wider participation in the process. 
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orne countnes m frica uch as Kenya have had highly succe sful public hare 

offi ring ofpri atized enterpn e . The K nyan hare offenngs were mostly h avily 

o ersub cri d, indicating their potential and popularity. o t of the shareholders are 

small in estor . 

2.11 PRIV T 

ln this method, the government shares in an enterprise are sold to a predetermined buyer 

or buyers. It is suitable when target ownership is an important objective. This method is 

also useful when selling shares to small investors or workers, who may need lm: -interest 

credit or price discounts, and for the disposal of enterprises that are too small 

for public auctions or that have limited appeal for investors.This method has been used in 

the disposal of weak-performing firms that require restructuring or expansion. Private 

placements lead themsel es quite well to debt-swap arrangements. 

They ha e successfully been used in Hondurus (The Parcarsa Paper Mill) 

El alvador (banks) icaragua (The Montelimar Resort Complex) and Spain ( eat Auto 

Company). This method is recommended to companies that want their workers to be 

in olved in the privatization process. The in olvement of workers is sometimes ery 

important in reducing opposition to pri atization and raising the morale of the workers 

( egura· 1994). 
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RE (P PRJV IZ I ) 

In this approach, pri ate companie buy hares of the pri atizcd enterprises thereby 

diluting control of the go ernment. Joint ventures can be affected ia new 

injections of capital and management or by mergers. This form is useful for enterprises 

that are undercapitalized. Partial pri atization helps joint enturcs to work more 

efficiently particularly when competition has been introduced managerial control is 

transferred to competent core investors, governments oting rights are limited, and when 

shares offered are at the beginning of the process leading to a majority share offering. 

(Waiguchu, Tiagha and Mwaura·( 1995) 

In countries where minority shares have been successfully sold to the private sector (e.g. 

port operations in Malaysia, a cement company in Indonesia and Nippon Telephone and 

Telegraph (NTI) of Japan) managers of these enterprises have changed 

operational behaivour to impro e financial performance and transparency (Kiker ellis 

and hirley· 1994). The method was also used in Ghana s privatization programme 

demonstrating that it is a method that has a role to play in the African context. A major 

disadvantage of joint entures howe er is the possibility of continued government 

interference in the management ofU1e enterprises (Waiguchu, Tiagha and Mwaura; 1995 . 
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2.1 PRJ RVI 

Pri ate contracting of central and local government services has al o been incre singly 

used to impro e financial perfonnanc by reducing costs and overstaffing 

especially in the pro ision of such services as garbage collection town planning 

accounting etc. The costs and overstaffing were often due to luck of a camp titive 

en ironment lkiara· 1995 . 

2.14 PRJ I G AL TIO 

A major acti ity in the pri atization process is the pricing and valuation of the assets of 

the parastatal to ensure that both the seller and the new in estors will get a fair deal. The 

effective pricing and valuation of large state owned enterprises are expensive and time 

consuming. The aluation approaches cornmonJy employed and the choice will depend 

on the country's enterprise s situation. The three approaches to valuation include 

the market approach which is based on identification of similar valuations in comparable 

markets; the income approach which is based on determination of the income generating 

capacity of a set goods within a given period of time, and the cost approach which uses 

the replacement value of the goods taking into account physical functional, and 

economic changes and depreciation ( egura; 1994). 
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Th best way to determine the selling price particularly in th case of small and 

medium-sized enterprises is to allow market force to determine it through comp titi e 

bidding. Even for large enterpri es the market-led method is preferable to technical 

methods such as net asset alue price earnings ratios di idend yields or a combination 

of these Kiker ellis and Shirley· 1994 . 

Ho\l e er because ofthe macroeconomic changes arising from poor flow ofinfonnation 

and underde eloped markets market-based approach of pricing can pose special 

difficulties in the African context. Faced with such circumstances it may be useful for 

governments to create a regulatory environment that encourages competition and ensures 

that all bidders are carefully pre qualified. 

2.15 Fl CING PRIV ATlZ TIO 

Privatization assumes the existence of both the consumer and capital markets 

technical know-how and infrastructural facilities a government that has in force an active 

competition policy and regulatory agencies with all the necessary resources or place 

{Wand Dhamejon· 1998). 

Most de eloping countries find privatization to be an expensi e process and is a problem 

to implement. This is because these countries face a situation where consumer markets 

are t!U n, imperfect and in many cases await to be created technical know-how and 
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mfrastructural facili ies are at an early tage of development· entrepren urial capaclli 

are concentrat d m th hands of a few familie and tack Exchange markets 

either non-existent or primiti e and unorganized or hea ily controlled. 

In situations where the stock exchange markets exist as in igeria and Kenya among 

others the amounts that can be raised are often a small proportion of the amounts 

required World Bank; 1992). Even for a large country like India, the total amount of 

financial resources raised through the stock exchange markets in 1989 was a mere 1.1 

percent of the estimated book value of the public enterprises assets in the country 

(Bhourasker; 1993 . 

Financing can be through commercial banks. In Africa this may not be a major role, 

because of the weak banking institutions, for many African countries the banks 

today cater largely to urban populations, with limited reach to the majority of the 

population who li e in the rural areas. Due to the developed state of banking, there are 

substantial financial resources outside the formal banking sector thereby limiting the 

extent to which banks can generate resources required for privatization. 

Financing of privatization can be adversely affected by go emment activities that reduce 

the ability of incentives oftbe private sector to purchase assets or shares of the public 

enterprises being privatized. One of the needed reforms in the regard is to curtail 

government borrowing in the domestic market through sale of treasury bills or other 

go emment securities. 
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Pri ate investors may prefer to in e t in the government securities, ' hich ar much les 

risky than shares or assets of public enterprises 

(Bhourasker 1 993). 

The government can also establish credit schemes for the small-scale in estors" ho may 

be interested in purchasing shares of the enterprises. The credit facilities could be 

managed by the government itself or through commercial banks or other credit 

institutions. It is usually advisable for the government when invol ed in this type of 

lending scheme, to reduce its risk exposure by only partially financing the purchase, so as 

to enable the investors to look for part of the money for financiers. When this is done the 

risk is spread more widely. 

The government can give incentives to commercial banks to provide loans to people 

wishing to purchase public enterprises. Such incentives may include tax 

exemptions for interest earned from loans advanced for pri atization purposes. 

The exemption will enable banks to lend money at lower interest rates or increase their 

profitability. Tax incentives can also be extended to purchases of enterprises for a given 

period of time. This encourages pri ate investors to participate more in the pri atization 

process. 
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Th government can initiate special chemes or incenti e or for in titutional 

in estors such as insurance companies pension funds co-operati e institutions, housing 

societies among others lo purchase shares or a sets of the public enterprises. orne of 

these measures may in olve changes in legislation to enable the institutional in estors to 

participate. (Ikiara· 1995 . 

2.16 H L G OF PRIV TIZ TIO 

Privatization programmes wherever they are, are often beset with many problems related 

to implementation of such programmes as: 

Pricing:- There is no single formula,' hich can be applied to arrive at a price of an OE. 

A price often depends on various techniques both quantitative and qualitative. 

Distribution:-Who gets access to this publicly owned assets is of great interest. In some 

countries geographical and ethnic considerations may be important. 

Monopolie :- A lot of SOEs are monopolies and what to do with them after 

privatization is an important issue to ponder. 

taff con ideration :- Often, privatization entails laying off personnel and what must be 

addressed especially in countries with high unemployment. 

Legal i u :-The legal and regulatory framework impacts directly on privatization 

programmes. 

Private ector:-The capacity and interest of the private sector would impact on the 

success of privatization programme. 
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P litic I od\ ill:- any pri atization programmes h c failed to ucceed 

becau they lacked political good will. 

There are many other is ues and problems that should be considered ut the abo e should 

help in the appreciation of the magnitude of the problem. When these are eliminated. 

privatization of OEs yields to improved financial benefits. 

OFFI E 

Kathanje (2000) states that perfonnance is defined as the predicti e value for a financial 

institution's performance. It is obtained by a factor of four ratios: gearing liquidity, 

earnings and asset quality ratios. 

ln this study ratios will be used to measure the financial performance of the privatized 

firms. The ratios will provide analysis of the firms debt burden operating efficiency and 

profitability. 

The four types of financial ratios to be used in analyzing the financial position of the 

finns will include: liquidity ratios which indicate the firms capacity to meet short tenn 

obligations leverage ratios which indicate the firms capacity to meet its long term and 

short term debt obligations activity ratios which indicate how effective the company is in 

using its assets and profitability ratios" hich indicate the net return on sales and assets. 
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Liquidtty ratios measure th finn ability to fulfil hort tenn commitment out of it 

Liquid as ets. s ets are "liquid' if they are either cash or relatively easy to con ert into 

cash. The current ratio and the quick ratio are the most commonly used liquidity ratios. 

Leverage ratios measure the extent of the firms total debt burden. They reflect 

the company's ability to meet its short and long term debt obligations. The ratios are 

computed either by comparing fixed charges and earnings from the income statement or 

by relating the debt and equity (stockholders investment) items from the balance sheet. 

Profitability ratios measure the success of the firm in earning a net return on sales or on 

in estment. Since profit is the ultimate objective of the firm poor performance here 

indicates a basic failure that if not corrected would probably result in the finns going out 

of business. 

Activity ratios measure the efficiency in which a company uses its assets to generate 

sales. It in olves ratios such as the total assets turnover ratio. The larger the total assets 

turnover the larger will be the income on the amount of money invested in the as ets of 

the business. 

2.18 PREDI TIO OD 

This study will use multiple discriminant analysis to try and predict the 

performance of pri atized finns quoted in the airobi Stock Exchange. The Multiple 
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Dt criminant naly ts, ts a tati tical technique for distinguishing b tween t o groups on 

the basis of the observed characteri tics. It is used to classify companie on the basis of 

their characteristic as measured by financial ratios in two group ; those that ar likely to 

fail and go bankrupt and those that are not likely to fail. The Multiple Discriminant 

Analysis can thus be applied in predicting the financial performance of privatized firms 

quoted at the airobi Stock Exchange. 

Altman (1968) applied the Discriminant Analysis in finance to study bankruptcy. He used 

such as ratios like net working capitaVtotal assets(%) retained earnings/total assets(%) 

EBT/total assets (%) and salesftotal assets (times) that were efficient in predicting 

bankruptcy and developed a model from a sample of66 firms half of which went 

bankrupt (Kathanje, 2000) 
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H R H 

H DO 

3.1 POP L I 

The airobi tock Exchange had fifty four companies trading in it when this stud \ as 

done .All the tate Owned Enterprises pri atized through the E are the focus of this 

study. The companies studied were six in number and they ' ere drawn from the 

Finance and In estment Sector, and the Industrial and Allied ector. The Agricultural 

Sector and the Altemati e Investment market segment were not studied because there 

was no OE that had been pri atized through the E from these sectors. 

3.2 D T OLLE TIO 

The study used secondary data obtained from airobi Stock Exchange and also from 

each of the six companies under study. The data was extracted from the financial reports 

of the companies 5 years prior to and 10 years after they were listed in the airobi tock 

Exchange. The whole period addressed by the study is from 1989 to 2003. The data 

collected included financial statements of the six companies studied. These statements 

were the Profit and Loss Accounts the ashflow tatements and the Balance heels. 

3.30 T y I 

Financial performance data for the pri atized companies quoted at the airobi Stock 

Exchange was analysed using ratios. This data includes the Pre and Post financial 

performance. The ratios used will help to identify and quantify the OE strength and 
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weakn valuat the financial p ition and th risks that the OE may be taking. 

The ratio are groupe mto four catcgori · Profitability. Liquidity, Leverage, and 

cti Jty. 

The Pro fi tability Ratios will help to hed light upon the effecti encss of management 

regarding the returns generated on sales and in estrnent. The ratio that v as used was the 

et Profi ales or Gross Profi t/Sales. 

The Liquidity Ratios are helpful for Short term creditors /Suppliers and bankers they are 

also important to financial managers who must meet obligations to suppliers of credit and 

arious government agencies .A complete liquidity ratio analysis can help unco er 

weaknesses in the financial position of companies. The ratio that was used was Total 

Liabilitiesffotal Assets. 

The Leverage ratios help to calculate the proportionate contributions of owners and 

creditors to a business or sometimes a point of contention between the two parties. 

Creditors like owners to participate to secure their margin of safety, while management 

enjoys the greater opportunities for risk shifting and multiplying return on equity that 

debt offers. The ratio that was used was Total Liabilities !Total Assets. 

The Acti ity ratios will help to measure the efficiency of asset use e.g. inventory 

turnover and days sales outstanding. The ratio that was used was sales/current assets. 
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The correlation and Z-te t fort~ o ampl mean w re used to test the hypoth sis on 

' h ther there are any significant differences in financial performance ratios: Profitability, 

Liquidity, Leverage and cti ity between the Pre and Post financial performance of 

firms privatized and quoted at the airobi tock Exchange. 

The correlation tests w]JJ help to analyse if performance of the OE is related to the 

ratios. The Z-tests will help to determine if performance is significantly different between 

pre and post pri atization periods . The ratios for each category were used to develop a 

performance predictive multivariate analysis model. 
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H P R4 

D Dl T RP TIO 

4.1 Iotroducti o 

The analysis of data relied on the Microsoft (M ) Excel statistical package. 

Regression analysis was undertaken by fitting an equation of finanaciaJ perfonnance 

ratios of privatized companies through the airobi stock exchange SE).The ratios were 

Profitability- Xt Liquidity- x2 Leverage- x3 and Activity- x4 Correlation tests were 

carried out between the dependent variable (y) and the independent variables (x~, x2, x3 

X4.) done using the Microsoft Excel chart package. 

The performance ratios for each group were calculated. The formula used for 

arriving at performance is. 

Performance%= Profitability ratio % * Liquidity ratio%* Leverage ratio% *Activity 
ratio% 

Table 1 to Table 6 show the annual financial performance ratios for the six companies 

studied. The four ratios identified in this study are Profitability, Liquidity Leverage and 

Activity ratios. A factor of the four ratios yields the annual performance ratios. 
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4 .2 r nd in inan ial P ri rman Rati 

Th fo il the tr n in Lh v rail finan ial p rfonn nee f the 1. 

companie tudi d. 

Graph I : Trend in financial perforrnan ratio 
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It later declin d for some llm in the post privatization era, however much later it 

increased with thee ·cept1on of the last years. 

The liquidity rat io declined in the first years of post privatization, ho\ ever it later 

increases before finally declining in the last two years. The lc erage ratio bowed an 

increase in the post privatization performance and this continued throughout. The acti ity 

ratios fluctuate in the post privatization era but sho' significant increase in the last five 

years. 

The trends in financial performance ratios for Company 1 therefore shov that its only the 

le erage ratios which show an improved performance after pri atization. This indicates 

that the Company is able to meet its short and long term debt obligations much more 

easily when privatization takes place. The trends also indicate that despite profitability 

ratios decline in the post privatization era the Company is able to improve its ability to 

fulfill short term commitments out of its liquid assets and also becomes more efficient in 

using its assets to generate sales. 
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ompaoy 2 

Graph 2:Trends n nanclal performance ratios Company 2 
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ource: Research data:Graph 2 shows the trends in financial performance of ompany 2 

in the pre and post privatization era. ompany 2 is in the finance and investment sector. 

The profitability ratios are low in the pre pri atization era, but it increases in the post 

pri atization era then reduces until it reaches negative levels. This shows that ompany 2 

is unable to improve its ability in earning a net return on investment after pri atization. 

The liquidity ratios and fluctuate in the pre privatization era The ratios impro e 

significantly after pri atization and sustain the improved performance in the subsequent 

years. This shows that Company 2 improves its ability to fulfill short-term commitments 

out ofits liquid assets following pri atization. 
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Th lev ra ratio do not hibit any significant chan m th pre and po t pri atization 

p rfonnanc . This sho'> that the a ility ofth finn to me ltts short and long term d t 

obligations d e not change. 

The acti ity ratio is high r in the pr n atization era however there is a significant 

decline just one year prior to pri atization and after pri atization the ratios continue to 

decline v ith only one year as an exception. This shov s that despite pri atization 

Company 2 is unable to efficiently utilize its assets to generate sale . 
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Graph 3 shov~ the tr nds in financial perfonnance ratio for ompany 3, ' hich 1 in the 

commerc1al and ervice sector. The profitability ratios are lo in the pre-pri' atization 

era and they remain o in th po t-privatization era, although there small increase in om 

year and a decline in the last years. This sh0\1 s the privatization has not resulted into the 

company increasing its ability to earn a net return on sales. The liquidity ratios fluctuate 

in the pre and post pri atization era. They howe er sho\1 a gradual decline in the post 

pri atization era, meaning that Company 3 is unable to improve its ability to fulfill short

term commitments out of its liquid assets. 

The Je erage ratios decline in the pre privatization era, and however increase marginally 

in the post privatization era. This shows that privatization has enabled Company 3 to 

improve its ability to meet its short and long term debt obligations .The activity ratios 

decline in the pre privatization era, but in the post privatization era they exhibit a marked 

increase with only one year as an exception. The marked increase in the activity ratio 

shows that Company 3 is able to improve its efficiency in using its assets to generate 

sales. 
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Graph 4: Trends In financial perforfomance ratios: Company 4 
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Graph 4 shows trends in financial performance ratios for ompany 4 which is in the 

finance and in estment sector. The profitability ratios in the pre pri atization era increase 

throughout howe er in the post pri atization era they show a significant 

reduction v hich results to negati e levels. This shows that ompany 4 despite 

privatization is unable to increase its net return on investment and is therefore an 

indicator of failure. 
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Th liquidit rauos fluctuate in the pre privatization era, howc\er in the post 

pri"atizauon ra, there ts a gradual increase and ev n though th rc some years ofd cline 

the performance JS better than the pr privatization era. This show that the company is 

able to impro e it ability to meet short-t rm commitments out of its liquid asset . 

The leverage ratios are relatively stable in the pre pri atization era, but the decline in the 

post privatization period with only a small increase on the final years. This shows that 

Company 4 v as unable to impro e its ability to meet short and long term debt 

obligations. 

The acti ity ratios are low and they fluctuate in the pre privatization era however in the 

post privatization era there is improved performance though it declines in the final years, 

ne ertheless the performance is still much better than in the pre privatization era. This 

shows that Company 4 is able to improve its efficiency in utilizing its assets to generate 

sales. 
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Graph 5 shows trends in financial performance ratios for ompany 5 which is in the 

fmance and in estment sector. The profitability ratios are higher in the pre privatization 

era, howe er in the past privatization era, there is only a very small increase in the initial 

years and a drastic decline in the following years, whereby negative le els are recorded. 

This shows that ompany 5 despite privatization was unable to eam a net return on 

in estrnent. 
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The hquidtt} ratio increase gradually in the pre pnvatization period but in the po t 

privatization en d there •s orne fluctuation in rfonnance ut gen rally the change 

are not ery significant This how that ompany 5 was not affected by pri atintion in 

Its abi lity to meet short-term commitments out of its liquid assets. 

The leverage ratios d cline in the pre privatization perio . In the po l privatization 

period the le erage ratios increase gradually and only reduce once. This shows that afler 

pri atization Company 5 was able to improve its ability to meet its short term and long 

tenn debt obligations. 

The activity ratios show an increase in the pre privatization era, this increase continues in 

the post pri atization era but much later the ratios decline. This sbov s that Company 5 

was able it increase its efficiency in utilizing its assets to generate sales but in the later 

years of post pri atization its efficiency in utilizing its assets declined 
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Graph 6: Trends n financial performance ratios; Company 6 

:: 

·.: 

--/ _..., 
/ 

....... / 

re- yea year year year year ~· year year year )'l'llj' Y!8( ~r ~ year 
1 2 3 • 5 6 7 8 9 10 1 I 12 13 14 15 

.()5 

Yut 

ource: Research data: 

-- ae-agera• 

•• •• • llCio lyra 

Graph 6 shows trends in financial perfonnance ratios for ompany 6, which is in the 

industria] and allied sector. Company 6 happens to be the newest company pri atized 

through the airobi Stock Exchange and the data collected was only for six years unlike 

the other five companies.The profitability ratios were low in the pre pri atization era -. ith 

only one small increase in the last year before pri atization. Post privatization 

perfonnance for the hi o years showed a decline in performance. This sho that the 

company v as not able to impro e its capacity of earning a net return on investment. 
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The liquidity rat1os ·mpro din the pre privatization era and also m the post 

privatization era ther is an improvement. Thi how that ompany 6 is improving it 

ability to fulfill hort-term commitments out of its liquid as ets. 

The leverage ratios are better in the pre pri atization era though they sho\i a trend of 

decline. In the two years of post pri atization the ratios decline sho\i ing that ompany 6 

is not irnpro ing in its ability to meet its short and long-term debt obligations. 

The acti ity ratios fluctuate significantly in the pre pri atization era however in the two 

years of post privatization, there is an impro ement meaning that Company 6 has 

impro ed its efficiency in using its assets to generate sales. 
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Graph 7: rend in overall financial performance: omp ny 1 
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Graph 7 shows the overall financial performance of Company 1 in the pre and post 

privatization era. Performance in the pre privatization era is higher than the po t 

privatization era. Post privatization performance is lower and does fluctuate with the final 

year showing improved performance. This shows that privatization did not result into 

immediate impro ed results. 
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Graph 8: trends In overall financial perform nee: company 2 
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Graph 8 shows the overall fmancial performance of Company 2 in the pre and post 

privatization era. Overall performance in the pre pri ati zation era is low but in the post 

privatization era there is remarkable irnpro ement in performance though this reduces in 

the final years with the last year resulting to negative performance. Generally the graph 

shows that Company 2 performed better in the post privatization era. 
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G ph 9: Trends In overall fin nc al performance: company3 

Graph 9 shows the overall financial performance of Company 9 in the pre and post 

privatization era. 0 erall perfonnance in the pre pri atization era was on the increase. 

Post pri atization era also witnessed an increase in performance and its only the last thre 

years where performance reduced. Generally the graph sho s that post privatization 

perfonnance was better than pre privatization era. 
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Graph 10 shows the overall financial performance of Company 4 in the pre and post 

privatization era. Overall performance in pre privatization era is low though this periods 

has the highest performance. In the post privatization era performance is better in four 

years but the remaining six years show lower performance than the pre privatization era. 

Generally the graph shows that pri atization did not result to better overall performance. 
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Graph 11:Trends in overall financial performance: ompan · 
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Graph L 1 sho s the o era II financial performance of Company 5 in the pre and post 

pri atization era. Overall performance in the pre pri atization era is much etter than in 

the post privatization era. This clearly shows that privatization did not result into 

improved performance though some years in post privatization era had better 

performance than pre privatization. 

48 



Graph 12:Trend in o erall financial p rformance: ompany 
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Graph 12 shows the o erall financial perfonnance for Company 6 in the pre and post 

pri atization era. Company 6 unlike the other fiv,e companies had data for onJy seven 

years since it was one of the newest companies to have been privatized via the airobi 

tock Exchange. Post pri atization data was therefore only for two years. Pre 

privatization era showed that performance was better than post privatization era. This 

shows that in the short term privatization did not result to improved performance. 
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0 eraJI financial performance has shown the post pri atiz tion perfonnanc w b tt r in 

Company 3 which is in the commercial and service sector and ompany 2 which 1 in th 

finance and in estment sector 0 erall financial performance was better in the pr 

pri atization era in Company 1 ~ hich is in the commercial and service ector, ompany 

4 and Company 5 which are in the finance and in estment sector and ompany 6 which 

is in the industrial sector. TlUs shows that pri atization should be iev ed as a long-term 

solution and short-term results may not gi e a true picture of the perfonnance of a 

company. 

4.4 Regre ion and correlation re ult for firm privatized through the airobi 
a irobi tock change 

The financial ratios: profitability (x 1), liquidity x2) leverage (x3) and acti ity 4) for the 

six companies studied" ere regressed against (performance - y) using theM -Excel 

tatistical Package. Correlation and Hypothesis testing was done using the P Package. 

Company 1 

The regression results for Company 1 yielded the following outcome 

y = 4. 7722E- 17 + 1.666E - 8x1 - 1.088E-09x2 - 5.228E - 09x3 - 5.611E-10x4. 

The coefficients for the model are· 4. 722E- 17 for intercept, 1.166E - 8 for profitability 

-1.0 8E - 09 for liquidity - 5.228E - 09 for leverage - 5.611E - 10 for activity. The t-

statistics for profitability are greater than the le el of significance implying that it is 

significant in the model. The t- statistics for liquidity leverage and acti ity are belo\i the 

level of significance and hence implying that they are not significant to the model. 
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Correlation tests for each of the r ttos mdtc te that the profitahility ratio is str ngly 

related to performance'' hile hqut It ', le' erage anti acuvny are ncgattvcly related to 

perfonnance.The rauos are used to t:5tabhsh a mot! I. 

Where y = o erall financial performance ratio ) :::;; 4. 7T22 - 17 1.666E 

-09x2 - 5.228E 9x 3 - - 61 I E-1 Ch~ 

x, = profitability ratio 

x2 = liquidity ratio 

ompaoy 2 

x3 = le\ er ge ratio 

x~ = actl\ 11y ratio 

The regression results for ompan) 2 yielded the following outcome. 

, - 1.0 

y = 9. 728E - 18+2. 873E 09x 1 6. 548E - 10 ~ - 1.386 - 8 3 1.077 10}4. 

The coefficients for the model are ; 9. 718E - 18 for the intercept; 2. 873E - 09 for 

profitability, 6. 548E - I 0 for liqtudity - 1.386E - 0 for leverage, -I . 77E - I for 

acti ity. The t- statistics for prolit biltt) and liquidity re more than the level f 

significance sho\\ ing that the) are important in the model. The t- statistics for leverage 

and activity are lo\\er than the Je,d o stgmficance sh wing th t they are n t significant 

in the model. orrelation tests for each of the ratios sh ' that profitability and liquidity 

ratios are positively related to perfom1ance "hile lc' erage and acti ity ratio are 

negati ely related to perfom1 nee. 

The ratios are used to establish a model, 

y= 9. 728E - 18 2. 873E - 9x 1 6 . 5~8E - 10x 1 1.386E - 08x; 1. 77 IOx4. 
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The r gres ion results for Company 3 yielded the follov ing outcome; 

The coeffi cients for the model are 5. 145E - 18 for the intercept, 2. 493 8 

for profitability 5. 469E - 10 for liquidity -1. 493E 09 for leverage, 1. 324E I for 

acti ity. The t - statistics for profitability liquidity and acti ity are more than the level of 

ignificance implying that they are important in the mod I. 

The t - statistics for leverage is lower than the le el of significance implying that it is not 

important in the model. Correlations tests for each of the ratios show that profitability, 

liqujdi ty and activity ratios are positively related to performance while le erage ratio is 

negati ely related to performance. 

The ratios are used to establish a model 

y = 5. 145E - 18 + 2. 493E-08x1 + 5. 469E - IOx2- 1. 493E -09x3 + 1. 324E - I Ox4. 

Company 4 

The regression results for Company 4 yielded the following outcome. 

y= 1. 698E-18 + 5. 867E-10xt - 7. 812E - 10x2 - l. 867E - 09x3 + l. 620E - 09x4. 

1. 698E - 18 for the intercept, 5. 867E - 10 for profitability - 7. 812E - 10 for liquidity -

J.867E -09 for leverage, 1. 620E -09 for activity. The t - statistics for profitability and 

activity are above the level of significance implying that they are important in the model 

whi le that of liquidity and leverage are belov the level of significance implying that they 

are not significant in the model. Correlation tests for each of the ratios indicate that 

2 



profitabihty and activity r tios are p :::.itl' ely related to per(! m1ance "htle lc er ge nd 

liqutdity ratios are negatl ely rei t d to per orm nee 

The ratios are used to establt:::.h a m el. 

y = I. 698E - 18 5. 867E- 10· 1 7. 11E - IO ~ 1. 67 I . 620 () X • 

Company 5 

The regression results for Company 5 }iel ed the foliO\\ mg outcome 

y = 9.192E - 18 I. 2 6E - x1 - 2. 2-t ·2 I. 7 5 9x 4. 752E - 09.·4 

9.192E - 18 for the intercept. 1. 1 6 09 or profitability, - 2. 024 · 9 for liquidity, 

I. 705 E - 09 for le er ge, and -L 752E 9 for activity. The t - statistics for profitability, 

leverage and activity ratios are above the level of significance implying that they are 

important in the model. The li uidity ratio has a t- statistic, which is belo' the level of 

significance indicating that it is not impon nt in the model. orrelation tests fi r e ch of 

the ratios indicate that profitability, Je,·erage and activity ratios are positi ely related to 

performance, while liquidity ratio is negati ely related to perfonnance. 

The ratios are used to establish a model. 

y = 9.192E - 18 1.206E - 9x 1 2. 2-tE ·2 1.705E - 9x3 4.752E - 9o~ 
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The regression results for Company 6 yielded the follo\ ing outcome~ 

y= .944E - 19+1.239E-08xl+ .IOOE-llx2 1.022 - 0 3 2. 8 11 4 

.944E-19fortheintercept, 1.239E - O forprofitability .1 E - ll forliquidity 

. -I. 022E -09 for leverage -2. 888E - 11 for activity The t - statistics for profitability 

and liquidity ratios are above the le el of significance implying that th yare import nt in 

the model. The t- statistics for le erage and activity ratios are belov the le eJ of 

significance implying that U1ey are not important in the model. orrelation tests for each 

of the ratios indicate that profitability and liquidity ratios are positi ely related to 

performance whi le le erage and activity ratios are negatively related to performance. 

The ratios are used to establish a model. 

y = 8. 944E - 19 + 1. 239E -08x1 + 8. lOOE - 1lx2 - 1. 022E -09x3 - 2. 888E - 11 4 

4.5 Te ts of significance for firm privatized the airobi tock exchange. 

Hypothesis testing on whether pre pri atization performance is significantly different 

from post privatization performance was done using M Excel Z test for l\ o sample 

means, with known variances for each category and yielded the following results. 

The tests were done at 95% level of significance using the two tail te t 
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ompany 1 

The profitabtlity ratio nd 'era II per onn nee realtted Z computed test that fell in the 

acceptance region, tmplying that ,., e r Ject the null hypothe ts that pre privatiLation 

perfonnance is not significantly different from post pri atilallon perfom1ance, and accept 

the altemati e hypothesis th 1 perfom1 nee in the pre ,., II as the post priv tizall n er 

' as significantly di ferent. he ltqut tty, leverage and activtty ratio however ytelded a Z 

computed that fell in the rejection regton. Thts tmpltes that \>.e accept the null hypothesis 

and reject the altemati' e hypothesis. hese results are confim1ed by the proba ility alue 

(sig.2 tailed) where profit btltty and perfom1ance are Jess than . 15 and Liquidity, 

Leverage and Acti ity ratios are more than 0.015 meaning that they are not significant. 

Company 2 

The profitability, liquidity, lever ge nd O\'erall perfom1ance ratios all fell in the rejection 

area meaning that \ e ac ept the null hypothesis th t pre and post privatization 

perfonnance is not significantly different, and reje t the ltemative hypothesis that pre 

and post privatization perfonnance are significantly different. The activity ratio however 

fell in the acceptance area meaning that we reject the null hypothesis and accept the 

alternative hypothesis. This ts confim1e by the Z test yielding 5.081 ' hich is more than 

1.96 and probability value bemg 0.000 '' hich is less than 0.025. 



The profitability, acti ity and performance ratios fell in the rejection area meaning that 

we accept the null hypothesis and reject the a1ternati e hypothesis. The liquidity and 

le erage howe er fell in the acceptance region meaning that we accept the altemati c 

hypothesis. This is confinned by the Z test yielding less than 1.96 for the profitability, 

activity and performance ratios and the probability alues being more than 0.025 for the 

profitability activity and performance ratios. 

ompany 4 

The profitability liquidity and le erage ratio fell in the acceptance region meaning that 

' e reject the null hypothesis and accept the alternative hypothesis. The acti ity ratio 

howe er fell in the rejection area meaning that we accept the null hypothesis and reject 

the alternative hypothesis. The results are confmned by the Z test yielding more than 1.96 

for profitability liquidity and leverage and the probability alues yielding less than 0.025 

for the liquidity and le erage ratios. 

ompany 5 

The profitability, leverage and performance ratios fell in the acceptance area meaning 

that we reject the nuJl hypothesis and accept the alternative hypothesis. 

The liquidity and activity ratios howe er fe!J in the rejection area meaning that we 

accept the null hypothesis and reject the alternati e hypothesis. The results are confinned 

by the Z test yielding more than 1.96 for profitability leverage and performance ratios 

and the probability alues being less than 0.025 for profitability and leverage ratio. 
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ompaoy 6 

The profitability liquidity, leverage and activity ratio fell in the acceptance regton 

showing that we reject the null hypothesis and accept the alternative hypothesis. The 

performance ho' e er fell in the rejection area sho' ing that we accept the null hypothesis 

and reject the altemati e hypothesis. The results are confirmed y the Z test yielding 

more than 1.96 for profita ility liquidity, leverage and acttvity ratios and the proba ility 

values being less than 0.025 for liquidit~, leverage and activity ratio. 
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This study had three main objectives of establishing the pre-pri atization performance of 

state owned enterprises privatized through the airobi tock Exchange; establi bing the 

post-privatization performance of state owned enterprises, privatized through the airobi 

tock Exchange and developing a performance predicti e model for State owned 

enterprises privatized through the airobi tock Exchange. 

The objectives were achieved by analyzing financial ratios, and the ratios that were used 

were pro fi tability liquidity le erage and acti ity ratios. The annual financial 

performance was calculated using the formula. 

Performance % = profitability ratio %* Liquidity ratio% *Leverage ratio% *Activity 

ratio%. 

Regression analysis between performance (y as the dependant variable and each of 01e 

financial ratios was done. orrelation tests were carrie out between the dependant 

variables each of the financial ratios . 
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Tests of significance of performance fi r oth pre as well as po t financial perfom1ance 

were done using S Excel Z test statistic on two sample means for each of the periods. 

The analysis of the profitability ratios for the s1. companie studied shows that 

pn atization did not result into the companies increasing their net return n invc tmcnt. 

The liquidity ratios showed improved perfom1ance 111 the post pnvatt7ation era, ' ith the 

only e ception being company 3 which showed a decline. and company 5 where the 

results ' ere almost the same. ompan 5 is in the finance sector. 

The leverage ratios sh ' ed mixed pcrfonnance ·" ith three companies showing better 

post privatization performance and company 2 sh wing minimal significant changes 

.Company 2 is in the finance sector. 

The activity ratios indicated that post privati7ation performance '"as much better with 

the only exception being company 1 and company 2 These c mpanies are in the 

commercial and finance sector rcspccti"ely. The other four companies had better 

perfonnance in pre privatization era. 

The test for significance n whether pre pm·auntion perfom1ance .is significantly 

dtfferent from post pri atization era, was done using the Z te t for two sample means 

sho' ed that overall financial perfom1ance was not tg.nificantly different in the pre and 

post pri ati zati n era in company 2.company 3, company-Land company 6 while it' as 

stgnificanll y different in company I and company 5 which are in the commercial and 

finance sector respectively. 
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The Profitability ratios for company 1 , company 4 company 5 and company indicated 

that there \ as significant difference between the pre and post privatization era, ho\1 e er 

in company 2 and company 3 which are in the finance and commercial sector 

respectively had no significant difference . 

The Liquidity ratios for Company 1 Company 2, Company 5 was not signHicantly 

different in pre and post privatization era while for ompany 3 ompany 4 and 

Company 6 they were significantly different. Leverage ratios for Company I and 

ompany 2 which are in the commercial and finance sector respectively were not 

significantly different in the pre and post pri atization era howe er for the other 

remaining four Companies there was significant difference. 

The acti ity ratios for Company 1, ompany 3 Company 4 and Company 5 were not 

signifi cantly different in the pre and post privatization era however for Company 2 and 

Company 6 which are in the finance and industrial sector there was significant difference. 

.1 .2: MARYOF 0 L 10 

An analysis of the financial performance ratios indicates that profitability ratios did not 

increase in post pri atization era meaning that privatization should be iewed as a long 

term strategy. This applied to all the sectors of commercial finance and industrial. 

60 



The ltquid1ty ratio results shO\\ed th t pnvatizauon enable some c mpamc to b able to 

Improve their ability to fulfill the1r shon tenn comnutments out of their liquid assets. 

This was noted in compames m the in the commerc1al ,finance amlmdu tnal sectors 

The le erage ratio results ind1c ted that some ompanies were able to unpro c their 

ability to meet their shon and I ng tem1 debt ommitmems, while for nc mpany there 

was no significant change. his "a in all these tors apan from the mdustnal sect r. 

I 

The activity ratios for four ompamcs Indicated that privauzation resulted to the 

Companies being able to 1mprove their efficiency 111 using their assets 1 generate sales 

.The acti ity ratios therefore howed that privauz tion results to improved efficiency for 

the ompany .Generally all the sc tors showed that pri atization can result to improved 

results and the only excepuon bemg the industnal sector. 

An analysis of the o\·erall linanci I per onnancc sh ws that only tw of the six 

companies studied had better overall fin ncial perfom1ance. These companies \ ere in the 

finance and commerc1al sector. 

This means that perfom1ance 1s relative and needs to be vie\ ed in a broader perspective. 

A decline in o erall financial perfom1 nee is pos ible even ' hen the ompany is 

improving its ability to meet utilize it's assets to generate sales. Managers of pri atized 

Companies should therefore not be judged only by looking t overall financial 

performance but also at other md1 ators of perfom1ance. 
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In addition profitability should not be the only criteria to judge p rformanc of the 

managers of pri atized SOEs as other criteria can also be used e.g. liquidity and acti ity 

ratio analysis The sector of the firm can also determine the success of pri atization, 

ecau e the factors affecting the finance and commercial sector are ery different from 

those that affect the industrial sector. 

Correlation tests that were done showed that profitability ratios are positively related to 

performance for all the six Companies leverage ratios ere mostly negatively related to 

performance with onJy one Company being an exception. Liquidity and activity ratios 

were both positively and negatively related to performance for some companies. The 

positive relation of profit to performance for all the six companies studied confirms the 

results of the o erall trends in financial performance whereby profit declined with two 

companies being an exception. 

The negative relation of leverage to performance for five of the six companies studied 

confirmed the results of the overall trends of financial performances whereby, where 

leverage impro ed in two companies, overall performance declined and in one company 

where le erage was almost the same overall performance still impro ed. The only 

exception was one company where impro ed leverage ratio was related to impro ed 

financial performance. 

Hypothesis testing results show that the pre and post privatization performance is 

significantly different when using the profitability and le erage ratios in four of the si 
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compames studted. The null hyp thests ts thert: ore rt:Jc ted and the altcmau e 

hypothesis is accepted. 

The re uhs fu rt her sho" th, t "hcn usmg O\ cr II lin, n i I pcrfom1an c and a ti Jty 

ratios, pre and post pri' ttl tton perfom1 nee ts n t tgndicantly dt fferent, an thus the 

null hypothesis th t pre and po t fin net I perfom1ancc ts n t sigmficantly dtffercnt is 

accepted, and the altemau' e h)l'Othests th t pre nd p t financial perfi rmanccs is 

significant ly different, is reJected 

5.2: RE Ol\11\lENDA TI :'\ POLl \' M. K R 

The study has shown th tO\ er II financi I per m1 nee in the pre and post privatization 

era is not significantly dif erent Thts should ho\\ C\ er not put a ha lt I the pri tization 

process. There is need to look at the ' lu tion o enterprises that are up for pri atization. 

Future earning flo,,s and the liml·s geanng rau san.: fact rs that arc known t innuence 

the value of iniual pub It oftl:r:. (I P s) 

Priv tizau n i seen to ha\ c fatled m Ken) a m tnly because it was d ne 111 legal 

vacuum lea\ ing 11 to the "htm f those 111 p '' cr he privati7ation Bill limits the 

panicipauon of pri" t11a11 n to Ken) ns or reser. es a spectfic frac tion f tot I value of 

assets bemg priv uzed to Ken~ ns. Thts pr 'tston has been an avenue ' hunsical 

management of the proces . Restriction or pam ipauon f privatiL tion to Kenyans is a 

move that undem1ine the r hz uon of the obJectives of di estiture. 
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For a de eloping country like Kenya Pri atization pro ides an opportunity t attract 

foreign direct in estment into key sectors of the economy ilh the hope of making capital 

gains. The methods of pri atization will also determine the succe s. 

The most favoured method of privatization is public offering at the airobi tack 

Exchange. This method is preferred as it reduces the difference that arise o er the net 

value of state enterprises . 

. 3: LIMIT TIO S OF THE TUDY: 

This study used fmancial data derived from financial statements of the six companies 

studied and so one must be prudent oftbe limitations that are associated with such data. 

The data may also have been manipulated by the by the companies and in some cases 

data for some years in pre and post privatization era was not possible to obtain. 

Among companies listed at the airobi tack exchange only six were state owned 

enterprises that were pri atized through the exchange. As more OEs are privatized 

through the airobi Stock Exchange more comprehensive results\ ill provide additional 

accurate information. 
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:4: G TIO FOR RTH R 

Further studies can therefore be done to determine h ther privatization that d es not 

lunit foreign participation will result to impro ed performance or which methods of 

privatization yield better performance. This study was only able to sho\! that 

privatization results to companies improving their efficiency in utilizing their assets to 

generate sales yet the companies were not able to increa e their ability to earn a net 

return on investment. 

More research also needs to be done on pri atization of OEs in particular sectors e.g. 

finance, commercial and industrial .This will be able to show if there are any major 

differences in the post pri atization period between various sectors .This study only 

examined the SOEs regardless of their different sectors .Exclusive analysis of sectors 

therefore need to be done.lhe study only had one company in the industrial sector and 

none from the agricultural sector .There is therefore need to do more research on 

agricultural and industrial SOEs. 
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ppeodJx I: flnllncial Performance Ratio 

Company 1: 

Profitabihl) llquidit) l. ' rage "' lhlt J> rformance-

ratio ratio ratio ratio 

Yeu I - - - - . 

Year 2 . . . . 

Year 3 . . . . 

Year 4 . . . 

Year 5 0 653"2 I 2~01 ~I u ·o~ 19 I 97892 7 95589E -09 

Year 6 0.149"7 1.-12779 0.42-437 I. "76606 1.4 I 83E -09 

Year 7 0.26108 1.34.053 0.47091 2.36676 3.91167£-10 

Year 8 0.062·U 1.283971 0.514112 1.37520 9.78985£ -10 

Year 9 0.074169 1."3397 0.650166 2.10"314 I .5573 1 E -09 

Yeu I 0 0. 1637 1.6729903 0.66826 t.H"37 2.66357 E -09 

Year II 0.0602 1.600928 0.65938 2. 1069 1.33889£ -09 

Year 12 0.034-1 1.189"4 0.66088 3.0892 8.35422£ -10 

Year 13 0.0145 1.061-18 0.6856 -1 . 1-113 4.37 1-18£ · 10 

Year l-1 0.0427 1.1-189 0.7Jl68 -'-68015 ~ .371-18£ -10 

-
Year 15 . . . - . 

Profitability Rallo = ct ProfitS lcs or Gross ProfiL Jlcs 

L1qu1d11y Rat1o =Current Asset!>. Current holblltucs 

Leverage Rauo =Total h b1h11e~ ot I Asset> 

Acllvny Rallo = Sales/ urrent assets 

Pre pnvatiauon performance - Years 1-5 

Post pr!Vllllzallon pcrform.mcc - Y cais 6-1 5 



oancial performance ratio 

ompan • 2 

ProfitabiJjty 

ratio 

Year! 0.0221 

Year 2 0.03122 

Year 3 0.02010 

Year 4 0.04080 

Year 5 0.04849 

Year6 0.592653 

Year? 0.63061 

YearS 0.37337 

Year9 0.116149 

Year 10 0.10757 

Year 11 0.11122 

Year 12 0.10095 

Year 13 0.03426 

Year 14 0.02415 

Year 15 -0.11972 

Liquidity 

ratio 

0.01186 

0.176645 

0.240183 

0.07938 

0.1189 

0. 169037 

1.17188 

1.09433 

1.016785 

1.030693 

1.10638 

1.027367 

1.027718 

1.038209 

1.03645 

Profitability Rauo "" Net Profit/Sales or Gross Profit/Sales 

L1quidjty Ratio= Current Assets/Current liab1Hties 

Leverage Ratio = Total liabilities/Total Assets 

Activity Ratio= Sales/Current assets 

Pre privatization perfonnance - Years 1-5 

Post privauzation performance - Years 6-15 

Lt \'erage Activity P rformance 

ratio ratio 

0.8705 0.87959 2.988 

0.8752528 1.486229 4.818 · ll 

0.8482384 1.834777 7.504 -

0.819844 4.0367800 1.0705 

0.824459 2.60544 1.2358 IU 

0.820369 0.209512 1.7229 IU 

0.811904 0.529696 3. 17816 ·'1 

0.82255 0.393673 1.32308 ·• 

0.83320 0.257650 2.522 ·IU 

0.8508 0.305600 2.88271 ·lU 

0.8552 0.28077 2.953 • l U 

0.8796 0.24407 2.225 ' 

0.8784 0.17493 5.416 · ll 

0.8985 0.178525 4.029 ' 11 

0.9098 0.13944 1.573 IU 
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Fioanri1il prrformaocr ratio~ 

Compao J 

P rofita bill f) 

ratio 

Year I 0.05398 

Year 2 0 05856 

Year 3 0.06056 

Year -1 0 0688& 

Year 5 0 076-1~ 

Year 6 0 07377 

Year7 0.09623 

Year 8 0 08689 

Year 9 0 0902-1 

Year 10 0.08718 

Year II 0 0-H-153 

Year 12 0 052381 

Year 13 0 035219 

Year 1-t -

Year 15 . 

l.iquidit~ 

ratio 

I ~9019 

I ~3906 

I 57521 

I 7~25.2 

J f.~035 

I 366.2&3 

I Sl "626 

I . ~9-t'iJ 

I -1-15-t-l 

I 4-0-1-6 

I 3USS I 

I .2o~9b 

I 3::!523 

. 

. 

Profitabllny Rallo~ 'e t Profit dies or Gro;, Profit .Jh::> 

L•quJdlly Ratio= Current As~ets• urrent ho~billiJc~ 

Lc\erage R uo .. Total habJhllts Total :\)set. 

ACII\'Jty Rauo = s.~le Curren! assets 

Pre pnvauzauon performance- Ye..rs 1-5 

Post pri auzatJon performan e - Years 6-1 • 

l.e\ rage Acth it) P.:rfurm:~nce 

ratio ratio 

0671055 33).168 I 8006E -09 

0 69~896 3 3-1831 1.96076E -09 

0 63-183 3.33008 2 0 I 668E -09 

0 561)5-1-1 3 2-17073 2.2365SE -09 

0 5-13374 3 077851 2 35271 E -09 

0 73191:!3 .2 7-133008 I .9798E -09 

0 5 "077-1 2469438 23763-IE -09 

064"380 3 4639800 3 00985E -09 

o 691S3n 3 996448 3 6064E -09 

06!iO<rt .. 266749 3 7197-IE-09 

0 76~076 4 038-152 I 85408E -09 

() 75-t5 SO 4 41-1949 1.923-llE -09 

0 S.!9S8 • 1771)829 2.00617 E -09 

. -

. . -
I 
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111antiaJ performance ratio 

om:pan~ 4 

Profitabili ty 

ratio 

Year I 0.42504 

Year 2 0.42296 

Year3 0.452607 

Year 4 0.505750 

Year S 0.5994435 

Year 6 0.630875 

Year7 0.594235 

YearS 0.19259 

Year9 0.15714 

Year 10 0.1503517 

Year I I 0.051098 

Year 12 -0.148732 

Year 13 -0.05911 

Year 14 0.03171 

Year 15 -0.4169 

Liquidity 

ratio 

1.035309 

1.020719 

1.029967 

1.0203225 

1.007192 

1.025510 

1.0718324 

1.0740119 

1.0904301 

1.1 10039 

1.104147 

1.075504 

1.082967 

1.12947 

1.048638 

Profitability Ratto "' ct Profit/Sales or Gross Profi Sales 

L1quidity Ratio = Current Asset Current liabilities 

Leverage Ratio = Total liabilitiesfTotal Assets 

Activity Ratio :: ales/Current assets 

Pre pn anzation performance - Years 1-5 

Post privatization performance - Years 6-15 

Le erage Aflh•it Performanc: 

ratio ratio 

0.92467 0.02219 5.403 1 

0.928154 0.02509 1.105'" 

0.905461 0.26620 I 12363 9 

0.916166 0.028829 1.361''" 

0.915597 0.033735 1.847'" 

0.9169878 0.00941 5.5826' 11 

0.922498 0.04863 2.8·111 

0.889032 0.22289 4.097''" 

0.880723 0.242842 3.6630·IU 

0.865808 0.242886 3.5os·•u 

0.87076 0.237211 1.165'" 

0.897905 0.16094 - 2.30' '" 

0.89147 0.130778 - 6.775' 11 

0.87408 0.138411 4.331'1 

0.913454 0 112055 -4.47''" 
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financia l p rformanct ratios 

Compan) 5 

P rofitabilit~ L1quidit~ Le' trag cti\h) - P rformance 

rat io ra tio rauo r~tio 

Year! 0 -128510S I u~ IllS. 0 ')O:<)J.l I) 024399 I CJ38' '" 

Year 2 0 502321 I n.:!4-uJ:! 1 o 9~ib92 0 IJ252S5 I 268 '" 

Year 3 0 590542 I U~':.lfl26 . 0 •))330 1)2139'3 1.23944 

Year 4 0 59265 1 u33J54 I o 9314. 0 21J9512 1.11514 y 

Year 5 0 0313& I I u-4~119 n S'J<J.n () 125942 6 83 I II 

Year 6 0 06712 I I 125-42 0 &3362 () :22371) I 408 •v 

Year 7 0 0998 I 121625 0 S360 () 216467 2 195 IU 

Year 8 0.086129 I ll~2691J 0 86948 0 253421 2 053 ou 

Year 9 0 063860 I OS2U52i 0 88533 0 218320 I 334 '" 

Year 10 -0-115075 11-Hll'i 0 83324 0 20243 . 8 00 '" 

Year II - 0 854223 1 r1r295 I) 91577 (J 119123 • 9 662 IU 

Year 12 - I 0497 tr~ts-., 0 91001 0 092521 - 9 205 '"' 

Year 13 012321 I o2"'Sl. 0 9262' 0 095926 I 12-1 IU 

Year 1-1 0 05975 1 o:; --49 () 92~0() 0 13774 7 832 

Year 15 0 12322 I ~6SI () 91669 0 13174 I ,55 IU 

Profit b1l11y Ratio = ct ProfiL S.!lcs or Gross Pro til iiles 

L•qutdlly Rauo :c Current Asset urrcn1 hJblhll.:> 

Leverage Rauo :c Total habJhllesffotdl As~cb 

ACII\.1ty Rat10 =Sales-Current a~t 

Pre pn 11za11on performance - Yur~ 1-5 

Post pnvat1a11on performance- Ye.us 6-15 
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1nancial performance ratio 

ompany 6 

Profitability 

ratio 

Year! 0.02779 

Year 2 0.00374 

Year3 -0.00163 

Year4 0.005792 

YearS 0.07249 

Year6 0.00829 

Ycar7 -0.02642 

YearS -
Ycar9 -

Year 10 -

Year II -
Yearl2 -

Yearl3 -

Year 14 -

Year 15 -

Liquidity 

ratio 

0.9022 

0.6866 

0.9916 

1.2451 

1.3482 

1.29845 

1.3503 

-
. 

. 

-
-
-

. 

-

Profitability Ratio= et Profit/Sales or Gross Profit/Sales 

L1qu1dity Ratio ... Current Assets/Current liab1ht1es 

Leverage Ratio= Total liab1li tiesfrotal ssets 

Activity Rallo= Sales/Current assets 

Pre pnvat1zation performance- Years I -5 

Post privalization performance- Years 6- 15 

Le erage Acd~rl t) Performance 

ratio ratio 

0.4952 3.5294 4.36''u 

0.5324 2.7534 3.724. 

0.5800 1.9826 -1.824 

0.4872 3 9878 1.40 tr•u 

0.4872 3 9878 8.384033 •IU 

0.468 2.3747 J.l962•IU 

0.4582 2.4170 -3.95089''" 

- - -
- - -

- - . 

- - -
. - -
. - -

- - -
. - -
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ppend" 2 

Reg:re ion and orrelatioo R ult Table 1. 

ompao · 1 Profitability 

\ ' ari bl Eotered/Removedb 

Model Variables 

Entered 

I PR" 

a. All requested variables entered. 

b. Dependent Variable. Performance 

~lodel ummary 

Model R R Square 

I . 973. 

Model Sum of Df 

Squares 

I. Regression 4. 471E-17 

2. Residual 2 . 513E-18 

3. Total 4. 722E-17 

. 947 

Variables Method 

Removed 

Enter 

Adjusted R Std. Error o 

Square The Estimate 

. 940 5.6052E-IO 

Mean Square F Sig. 

I 4. 471E -17 142.299 . ooo• 

8 3. 142E -19 

9 

74 



oerti ients• 

Model Unstandardtzed 

oeffictems 

B 

I (Constant) 2 872E -10 

PR I. 166E -0 

a. Dependent Vanable: PRFM 

orrel ation 

PR Pearson Correlatton 

Stg. (1-tailed) 

PRFMS Pearson Correlauon 

Sig. (2-tailed) 

ompany I Liquidity 

Variables Entered!Removedb 

Model Vanabb 

Entered 

I LQDTY' 

-s, ndanlltd~d 

effie tent 

Std Error Beta 

. 000 

. 000 

PR PRFMS 

I 000 

10 

. 973•• 

000 

10 

\'artable!> 

Remo,ed 

a. All requested' anablcs entered 

b. Dependaent anabk: PRF. I 

75 

t ig. 

I. 323 . 222 

973 II 929 . 000 

. 973 

000 

10 

I 000 

10 

Method 

Emter 



;\todel ummary 

Model R R Square Adju ted R Square Std Error of the 

E lunate 

I . 0941 . 009 •. 115 2 . 4188E -09 

a. Predictors: (Constant), LQDTY 

Model Sum of df Mean Square F Sig. 

Squares 

I Regression 4. 166£-19 I 4. 166E-19 . 071 . 7961 

2 Residual 4. 681E-17 8 5.851E-18 

3 Total 4. 722E-17 9 

a. Predictors: (Constant) LQDTY. 

b. Dependent Variable: PRFMS 

oefficient • 

Model Understandardized Standardized 

Coefficients Coefffictents t Sig. 

B Std. Error Beta 

I (Constant) 3. 251E -09 . 000 . 0. 94 .584 . 575 

LQDTY - l. 088E -09 . 000 -.267 . 796 

a. Dependent Variable: PRFMS 
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rrelation 

LQDTY PRFMS 

LQDTY Pearson Correlation I. 000 - . 094 

ig. (2 -tailed) . 796 

10 10 

I PRFMS Pearson Correlation -. 094 l. 000 

Sig. (2-tailed) . 796 

10 10 

ompan 1 Le erage 

Variabl Entered/Removedb 

Model Variables Entered Variables Remo ed Method 

I ' 
LEVERAGE• Enter 

a. All requested variables entered. 

b. Dependent Variable: PRFMS 

Model urnmar 

Model R R Square AdJUSted R Square Std. Error of the 

Estimate 

l . 2391 . 057 - .061 2. 3593E-09 

a. Predictors: (Constant), L VERAGE 

0 b 
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Model Sum of df Mean Square F Sig. 

Squ res 

I Regression 2692E-18 I 2 692E -18 484 506' 

2 Restdual 44-JE-17 661: -1 

Total 4. 7l2E -17 9 

a. Predictors: ( On51ant), L \ 'ERA 

b. Dependent Vanable· PRHIS 

Coefficient. • 

Model Under 1andard1zed Standardized 

Coefficic1ents oeffic1ents I I g. 

B Std Error Beta 

I (Constant) .t 892E-09 . 000 I. 079 . 312 

LEVERAGE - 5.228E -09 000 - 239 - 6 95 . 506 

a. Dependent anable: PRF.\1 

Correlation : 

:\CII\ II)' PRF~fS 

Activity Pearson Correia lion I 000 - . 262 

ig. (2 - tailed) - . 465 

N 10 10 

PRFl\IS Pearsons Corrdat1on - 262 I 000 

S1g ( 2-taJied) 46 " -

10 10 

Variables Entered!Remo\Cdb 

7 



· ~iodel Variables Vanable Method 

Entered Removed 

I ACTMTY" Enter 

a. All requested variables entered. 

b. Dependent Variable: PRFMS 

Model ummary 

Model R R Square Adjusted R Std. Error of 

quare the Estimate 

1 . 262' -. 069 -0.48 2. 3449E -09 

a. Predictors: (Constant), ACTIVITY 

I Model Sum of df Mean Square F Slg. 

Squares 

I Regression 3. 235E-18 I 3.235E-18 . 588 . 465' 

Residual 4.399E-17 8 5.498E-18 

Total 4. 722E -17 9 

l 

a. Predictors: (Constant), Activity 

b. Dependent Variable: PRFMS 

oefficient • 

I Understandardized tandarclized 
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Coc:m h!n~ Coefficient I tg 

B Std Error Beta 

I {Constant) 3 233E -09 . 000 I. 590 . 150 

ACTIYm' -5 611E-10 . 0 0 - 2. 62 . . 767 . 465 

orrelatioos 

A tl\ II} PRFMS 

Acu ity. Pearson Correlation I 000 . 262 

Sig. (2 - tatted) - . 465 

10 10 

PRFMS: Pearson Correlauon . 262 I. 000 

S1g. (2 - ta1led) . 465 

N 10 10 

Company 2 Profitabilirr Table 2. 

Model Yanables Entered Yanables Removed Method 

I PROFJTR' Enu:r 

a. All requested vanables entered 

b. Dependent anable PR :'1.1 

;\lodel ummar 

\lode I R R Squ re Adjusted R Std Error of the 

uare ·sttmate 

I 745' ·;6 . 521 ********** 

0 



a. Pmlictors: (Constant) PROFITR 

I Model Sum of df Mean Square F Sig. 

I quares 

I Regression 5. 405E -18 I 5. 405E -18 16.255 . 001' 

Residual 4. 323E-1 l3 3. 325E -19 

Total 9. 728E -18 14 

a. Predictors: (Constant), Profitability 

b. Dependent Variable: PRFMS 

o fficien • 

Model Understandardized Standardized t Sig. 

Coefficients Coefficient 

B Std. Error Beta 

I (Constant) 9. 407E-13 . 000 . 745 . 005 . 996 

PROFITR 2. 873E-09 . 000 4.032 . 001 

a. Dependent Variable: PRFMS 

Regre ion 

ariables Entered /Removedb 

I Model Variables Entered Variables Removed Method 

I LQDTY" Enter 

a. A]l requested variables entered. 

b. Dependent Variable: PRFMS 
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~lode! ummary 

Model R R Square AdJu tctl R S4uarc ~td . l:rror of the 

1: IIOlJIC 

I . 373' . 139 . 073 ........... 
Predictors: (Constant}, LQDTY 

Model Sum of Df ~lean Square F Srg. 

S uarc::. 

I Regress JOn I. 35-tE -18 I I 35-tE -18 2 102 171 1 

Resrdual . 37-tE -I 13 6 442E - 19 

Total 9 728E -I 14 

a. Predtctors: (Constant) LQDTY 

b. Dependent Yanable: PRF. f 

oefficieots• 

Model Understandardrzed S ta nda rd izc:d 

Coefficrents Coetficrents I Srg. 

B Std Error Beta 

I. (Constant) -4 . l30E -II . 000 -. 113 . 912 

LQDTY 6 548E - 10 .000 3. 73 I. 450 . 171 

a. Dependent ariable: PR ~I 

1 



Correlation 

PRFMS Pearson Correlation 

Sig. {2 -tailed) 

N 

LQDTY Pearson Correlation 

Sig. (2- tailed) 

Regres ion 

Compan 2 Le erage 

Variables E ntered/Removedb 

PRFMS 

I. 000 

15 

. 373 

. 171 

15 

Model Variables Entered 

1 LEVERAGE" 

a. All requested variables entered. 

b. Dependent Variable: PRFM 

Model ummary 

LQOTY 

.373 

. 171 

15 

1000 

15 

Variables Removed Method 

Enter 

Model R R Square Adjusted R Square Std. Error of the 

Esttrnate 

I . 5168 . 266 . 210 ********** 

a. Predjctors: (Constant), LEVERAGE 
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Model Sum of Squares df Mean Square F S1g. 

I Regression 2. 590E -18 1 2. 590E -18 4. 717 . 049 •. 

Res1dual 7. 138E -18 13 5. 491E-19 

Tom! 9. 728E -18 14 

a. Predictors: ( onstant), LEVERAGE 

b. Dependent Variable: PRFMS 

oefficient • 

Model Understandardi Standardized 

zed Coefficients t ig. 

Coefficients 

B Std. Error Beta 

I (Constant) 1. 223E -0 . 000 2. 246 . 043 

LEVERAG - 1. 386E -08 . 000 -.516 - 2. 172 . 049 

a. Dependent Variable: PRFMS 

Regres ion 

ompan 2 ctivity 

ariabl Eotered/Remo edb 

l ~odel Variables Entered Variables Removed Method 

l 1 
ACffVITY Enter 

a. All requested variables entered. 

b. Dependent Vanable: PRFMS 

4 



Mod I ununary 

Model R R Square Adju ted R Square Std. Error of th 

tim te 

I . 1471 . 022 -. 054 ********** 

a. Predictors: (Constant) ACTMTY 

I Model Sum of Df Mean Square F Sig. 

Squares 

l Regression 2. 049E -19 1 2. 094E . 286 .602' 

Residual 9. 519E -18 13 7. 322E -19 

Total 9. 728E -18 14 

a. Predictors: (Constant), ACTMTY 

b. Dependent Variable: PRFM 

oefficien t • 

Model Understandardized Standardjzed 

Coefficients Coe 1cients t Sig. 

B Std. Error Beta 

I (Constant) 5. 067E-IO . 000 - I. 47 I. 770 .100 

ACfTVITY -1. 077E -10 .000 -. 535 . 602 

a. Dependent Variable: PRFMS 
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orrelation 

PRFMS 

ACTIVITY 

Regre ion 

Table 9 

ompany 3 Proficabilily 

Va riables Entered/RemoHdb 

PRF~ I 

Pcahon C'orrd 11 n 

•g (2 - t tkd) 

Pc T!iOn C'om:l 11 n 

tg (:! - tailed) 

ACll\ it) 

1. 000 • 0 147 

. 602 

I - 15 

- 147 I 000 

602 

15 15 

Model Vanables Entered Vari ble Rem ed Method 

I PROFITR' Enter 

lode) ummary 

Model R R Square Adjusted R Square Std. Error of the 

Esumatc 

I 7271 -29 486 ********** 

a. Predtctors: ( onstant) PROFITR 

6 



'OY b 

f Model Sum of df 

Squares 

I Regression 2. 721E -18 

Residual 2.424E-18 

Total 5. 145E -18 

a. Predictors: (Constant) PROFITR 

b. Dependent Variable: PRFM 

Coefficients" 

1 Model Understandardized 

Coefficients 

B 

I (Constant) 6. 7TE-IO 

PROFITR 2. 493E -08 

a. Dependent Variable: PRFM 

Correlation 

Mean Square F Sig. 

I 2. 721E -18 12 349 

11 2. 204E -19 

12 

Standardized 

Coefficients t Sig. 

Std. Error 

. 000 . 727 1. 356 

. 000 3.514 

PROFITR PRFMS 

PROFITR Pearson Correlation 1. 000 

ig. (2 -tailed) 

PR.F \4S Pearson Correlauon 

•• 

Sig. (2 - tailed) 

N 

Correlanon lS stgmficant at the 0. 0 I le el (2 - tailed) 

87 

13 

. 727** 

. 005 

13 

. 005" 

. 202 

. 005 

. 727** 

. 005 

13 

1. 000 

13 



egre ion 

ompan) 3 Liquidll) 

\ ariable Enter d /Remo' ed 

~todd , . nl~k~ I lllercJ -1 
I QOl y• 

a. All reque:.tcd 'anabk) cntacJ 

b. Dependent Van ble PRI ~~ -

~lode! ummar) 

~ I odd R R Sq re AdJU~teJ Squarl! Std Error of the 

I Fs11matt: 

I 1(>-h • o~- -. 062 ********** 

a. Predt 1 rs ( on:.IJnt) 1 QD I~ 

~lode! Ji kJn Square I· tg. 

Regrc:sston l.'<lr: - 19 593' 

Res1dual - 00/F-1 II 

Total - ~~~l: -1 I! 

a. Predtctor): ( Oll513nlt I !HY 

b. Depc:ndent \ an k PRJ . I 



Model Understandardized 

oefficients 

B Std. Error 

I (Constant) 1. 55lE -09 

LQDTY 5. 469E -10 

a. Dependent Variable: PRFMS 

Correlation 

LQDTY Pearson Correlation 

Sig. {2 -tailed) 

PRFMS Pearson Correlation 

Sig. (2 -tailed) 

Regr ion 

Compan 3 Leverage 

ariables ntered/Remo edb 

Model Variables Entered 

1 LEVERAGE 

a. All requested ariables entered. 

b. Dependent Variable: PRFMS 

. 000 

. 000 

Standaed.tzed l Stg. 

Coefficients 

Beta 

I. 032 . 324 

. 164 . 551 93 

LQDTY PRFMS 

I. 000 . 164 

. 593 

13 13 

. 164 I. 000 

. 593 

13 13 

Variables Remo ed Method 

Enter 
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Modtl Summal} 

Modtl R 

I . 193a 

a. Predtctor :(Constant), L \ 'ERA 

'OVAb 

Model Sum of 

S u res 

I Regression I 926E -19 

Res1dual -1 953E -I 

Total 5 1-I"E -I 

R Square Adjusted R Square 

. 037 - 050 

df ~lean Squ re f 

I I 916E -19 . -128 

II -1 5011: -19 

11 

a. Predictors: (Constant), LEVER.~ L:. 

b. Dependent Variable: PRF~fS 

oerficients• 

Mode l Under tand rd Standardi.led 

ized Coefficients 

Coeffictents I 

B Std Error Beta 

I (Constant) 3. 380E -09 . 000 - 193 

LEVERAGE -I -193E -09 . 000 

a. Dependent Vanable. PRF I 

90 

Std Error of the 

sun te 

********** 

S1g. 

. 5271 

tg. 

2. 178 . 052 

- 654 . 527 



Corr lation 

LEVERAGE 

P~fS 

Regr ion 

Company 3 ctivity 

Pearson Correlation 

Sig. (2 -tailed) 

Pearson Correlation 

Sig. (2 - tailed) 

N 

ariables Entered/Removedb 

~ode I Variables Entered 

1 ACTIVITY~ 

c. All requested variables entered. 

d. Dependent Variable: PRFMS 

1odel ummary 

I Model R R Square 

I . 150" 

b. Predictors: (Constant), ACfiVlTY 

91 

LQDTY PRFMS 

I. 000 -. 193 

. 527 

13 13 

-. 193 I. 000 

. 527 

13 13 

Variables Removed Method 

Enter 

Adju ted R Square Std. Error of the 

Estimate 

. 022 -. 066 ********** 



~ode I Sum of df Mean Square F SJg. 

quares 

2 Regression l. l54E -19 I I. 154E -19 262 . 625" 

Residual 5. 030E-18 II 4. 5573E -19 

Tota l 5. 145E-18 12 

a. Predictors: (Constant), ACffVITY 

b. Dependent Variable: PRFMS 

Coefficien a 

I Model Understandard Standardized 

I 
ized Coefficients 

Coefficients t Sig. 

B Std. Error Beta 

2 (Constant) I. 895E -09 . 000 I. 955 . 077 

ACTIVITY 1.324£-10 . 000 . 150 . 502 . 625 

a. Dependent Variable: PRFMS 

Correlation 

ACTIVITY PRFMS 

ACTfVITY Pearson Correlation I. 000 . 150 

Sig. (2 -tailed) . 625 

13 13 

L I PRF.viS Pearson Correlation . 150 I. 000 

Sig. (2 -tailed) . 625 
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Regr ion 

Tab) 4 

Comp ny 4 Profitabili ty 

\"ari bl Entered/Remo edb 

I ~fodd Variables Entered Variable Removed Method 

I PROFITR" 

a. All requested variables entered. 

b. Dependent ariable: PRFM 

Model ummary 

Model R 

1 . 524a 

a. Predictors: (Constant), PROFITR 

·o Ab 

j Model Sum of 

I quares 

3 Regression 4. 667E -19 

Residual I. 231 E -18 

Total I. 698E -18 

Predictors: (Constant) PROFTIR 

b. Dependent Variable: PRFMS 

Enter 

R Square Adjusted R Square Std. Error of the 

Estimate 

. 275 . 219 ********** 

df Mean Square F Sig. 

I 4. 667E -19 4. 927 .0451 

13 9. 473E -20 

14 
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Coefficien 2 

\fodel Understandard StandardiZed 

ized Coefficients 

Coefficients t ig. 

I B Std. Error Beta 

., 
(Constant) 2. 725E -II . 000 . 268 . 793 .} 

PROFITR 5. 867E -10 . 000 524 2. 220 . 04S 

a. Dependent ariable: PRFMS 

orrel tion 

! LQDTY PRFMS 

I PROFITR Pearson Correlation 1. 000 . S24* 

Sig. (2 -tailed) . 045 

N 15 IS 

I PRFMS Pearson Correlation . 524* I. 000 

Sig. (2 - tailed) . 045 

N IS IS 

• Correlation IS stgruficant at the 0. OS level (2 -ta1led) 

Regr ion 

Table 10 ompany 4 Liquidity 

Variables ntered/Removedb 

1 Model Variables Entered Variables Removed Method 

II LQDTY• Enter 

L 

a. All requested variables entered. 

b. Dependent Variable: PRFM 

94 



Mod ummary 

I ~fodel R 

I 0 0851 

a. Predictors: (Constant), LQDTY 

'0\'Ab 

Model Sum of 

Squares 

I Regression I. 221E -20 

Residual 1. 686E-18 

Total 1. 698E- 18 

a. Predictors: (Constant), LQDTY 

b. Dependent Variable: PRFMS 

Coeflicien • 

RSquare Adjusted R Squ re 

. 007 -0 069 

df Mean Square F 

1 I. 221E -20 0 094 

13 I. 297E -19 

14 

Model U nderstandard ized Standardized 

Coefficients Coefficients 

t 

B Std. Error Beta 

I (Constant) 9. 969E-10 0 000 

LQDTY -7. 812E -10 0 000 -0 085 

a. Dependent Variable: PRFM 

95 

Std Error of the 

stimate 

********** 

Sig. 

0 764' 

Sig. 

.369 0 718 

-.307 0 764 



orrelations 

PRFMS Pearson Correlation 

Sig. (2 -tai led) 

LQDTY Pearson Correlation 

Sig. (2 -tailed) 

Regr "on 

Company 4 Leverage 

Variabl EnteredJRemovedb 

1 Model Variables Entered 

I LEVERAGE 

a. All requested variables entered. 

b. Dependent Variable: PRFMS 

1odel ummary 

Model R R Square 

I . 1128 

a. Predictors: (Constant), LEVERAGE 

96 

LQDTY PRFMS 

I. 000 - . 085 

. 764 

15 15 

-.085 I. 000 

. 764 

15 15 

Variables Removed Method 

Enter 

Adjusted R Square Std. Error of the 

Estimate 

. 013 -. 063 ********** 



Model Sum of df Mean Square F S1g. 

Squares 

2 Regre sion 2. 147E- 20 I 2. 147E -20 . 166 . 690' 

Residual I. 6773E -18 13 1.290E-19 

Total 1. 698E -18 14 

a. Predictors: (Constant) LEVERAGE 

b. Dependent Variable: PRFM 

oefficients• 

~lodel Understandardized Standardized 

Coefficients Coefficients 

t Sig. 

B Std. Error Beta 

2 (Constant) I. 849E-09 . 000 2. 449 . 661 

LEVERAGE -I. 493E -09 . 000 -. 112 -. 408 . 690 

a. Dependent Variable: PRFMS 

orrelation 

I PRFMS LEVERAGE 

I LEVERAGE Pearson Correlation I. 000 -. 112 

Sig. (2 -tai led) . 690 

15 15 

PRFMS Pearson Correlation -. 112 1.000 

~ 
Sig. (2 - tailed) . 690 
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[ N 

It r ion 

T le 

mpan · Profitabili ty 

\' ri2bl Entered/Rcmovedb 

Model Variables Entered Variables Removed Method 

I PROFfTR" 

a. All requested variables entered. 

b. Dependent Variable: PRFMS 

lodel ummary 

Model R 

I . 710" 

a. Predictors: (Constant), PROFITR 

ov b 

! Model Sum of 

Squares 

I Regre sion 4. 629E- 18 

Residual 4. 563E -I 

Total 9. 192E -18 

a. Predictors: Constant), PROFITR 

b. Dependent Variable: PRFM 

Enter 

R Square Adjusted R Square Std. Error of the 

Esttmate 

. 504 . 465 ********** 

df Mean Square F Sig. 

I 4. 629E -18 13. 189 . 003" 

13 3.510E-19 

14 
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otfficient • 

Model Understandardized Standardized 

Coefficients oefficien 

l 

B Std. Error Beta 

I (Constant) 1. 588E -10 

PROFITR 1. 620E -09 

a. Dependent ariable: PRFMS 

orr elation 

PROFITR Pearson Correlation 

Sig. (2 -tailed) 

PRFMS Pearson Correlation 

Sig. (2 -tailed) 

N 

Regr ion 

Company 4 iquidity 

ariabJ Entered/Removedb 

~1odel Variables Ent red 

f I LQDTY" 

. 000 

. 000 . 710 

PRFMS 

I. 000 

15 

.710 .. 

. 003 

15 

Variables Removed 

99 

tg. 

I. 036 . 319 

3.632 . 003 

LEVERAGE 

.110•• 

• OOJ 

15 

I. 000 

15 

Melhod 

Enter 



a. All requested variables entered. 

b. Dependent Variable: PRFM 

. t ldel ummary 

Model R 

I . 102" 

a. Predictors: (Constant), LQDTY 

·ov b 

Model Sum of 

Squares 

1 Regre sion 9. 502E- 20 

Residual 9.097E-18 

Total 9. 192EE-18 

a. Predictors: (Constant), LQDTY 

b. Dependent Variable: PRFMS 

oefficient * 

RSquare Adjusted R Square 

. 010 -. 066 

elf Mean Square F 

I 9. 502E -20 . 136 

13 6.998E-19 

14 

I Model Understandardized Standardized 

Coefficients Coefficaents 

t 

B Std. Error Beta 

1 (Constant) 2. 344E -09 . 000 

LQDTY -2. 024E -09 . 000 -. 102 

a. Dependent ariable: PRFM 

100 

Std .. Error of the 

llmate 

********** 

Sig. 

. 7181 

a g. 

. 402 . 694 

-. 368 . 718 



orrelation 

LQDTY Pearson Correlation 

Sig. {2 - tailed) 

PRFMS Pearson Correlation 

Sig. (2 -tailed) 

Regr ion 

ompan · 5 Leverage 

Variable Entered/Remo edb 

I ~fodel Variables Entered 

I LEVERAGE• 

a. All requested variables entered. 

b. Dependent Vanable: PRFM 

\lode! ummary 

LQDTY PRfMS 

I. 000 - . 102 

• 71 

15 15 

-. 102 1.000 

. 71 

15 15 

Variables Remo ed Method 

Enter 

'.lode I R R Square Adjusted R Square SLd. Error of the 

Estimate 

I . 10o• . 010 -. 066 ********** 

a. Predictors: (Constant), LEVERAGE 
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OVAb 

Model Sum of df 

Squares 

3 Regress ton 9. 115E-20 

Residual 9. !OlE -18 

Total 9. 192E -18 

a. Predictors: (Constant), LEVERAGE 

b. Dependent Variable: PRFMS 

oefficien 2 

~1odel Understandardized 

Coefficients 

B 

1 (Constant) -I. 350E -09 

LEVERAGE I. 705E -09 

a. Dependent Variable: PRFM 

Correlations 

PRFMS Pearson Correlation 

tg. (2 -tailed) 

Mean Square F Sig. 

I 9. 115E -20 . 130 . 724' 

13 7.001E-19 

14 

Standardized 

Coefficients 

l Stg. 

Std. Error Beta 

. 000 - . 315 . 758 

. 000 .100 . 361 . 724 

PRFMS LEVERAGE 

I. 000 100 

. 724 

15 15 
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LEVERAGE Pearson Correlation . 100 1.000 

ig. (2 - tailed) . 724 . 
IS I 

Regr ion 

mpany Activity 

\ ariabl Eotered/Remo,•edb 

Model Variables Entered Variables Removed Method 

II ACITVITY' Enter 

a. All requested variables entered. 

b. Dependent Variable: PRFMS 

Model ummar 

I Model R RSquare Adjusted R Square Std. Error of the 

Estimate 

1 . 441' . 194 . 132 *********"' 

a. Predictors: (Constant), ACTMTY 

0 b 

\iodel Sum of df Mean Square F Sig. 

Squares 

I Regres ion 1.784E-18 1 I. 784E -18 3. 132 . 100' 

Res1dual 7.408£-18 13 5.698 -19 

Total 9. 192E-18 14 

a. Predictor :(Constant), CTlVITY 
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L 

b. Dependent Variable: PRFMS 

oefficien • 

Model Understandardized Standardtzed 

Coefficients Coeffictents 

l 

B Std. Error Beta 

I (Constant) -5 . 621E -10 

ACTIVITY 4. 752E -09 

a. Dependent Variable: PRFM 

orrelation 

LEVERAGE Pearson Correlation 

Sig. (2 -tailed) 

PRFMS Pearson Correlation 

Regr ion 

Table 6. 

ompany 6 Profitability 

ariables nter d/Removedb 

ig. (2 -tailed) 

Model Variables Entered 

. 000 

. 000 .441 

PRFMS 

I. 000 

15 

.441 

. 100 

15 

Variables Removed 

104 

tg. 

- 1. 196 253 

1. 770 . 100 

LEVERAGE 

. 441 

. 100 

15 

I. 000 

15 

Method 



I PROFITR" ·I ·nter 

a. All requested vanables entered. 

b. Dependent Variable: PRFM 

. todel ummary 

Model R R Square Adjusted R Square Std. Error of the 

Esumate 

,. . 9981 . 976 . 971 ********** 

a. Predictors: (Constant), PROFITR 

'0 b 

~fodel Sum of df Mean Square F Sig. 

qua res 

4 Regression 8. 727E- 19 I 8. 727E- 19 200.845 . ooo• 

Residual 2.173E -20 5 4.345£-19 

Total 8. 944E -19 6 

a. Predictors: (Constant), PROFITR 

b. Dependent Variable: PRFM 

Coefficient • 

[-\iodel Understandardized Standardized 

Coefficients CoefficientS 

t Sig. 

B Std. Error Beta 

l 

lOS 



I 

I (Constant) 6. 377E- 12 

PROFITR 1. 239E -08 

a. Dependent ariable: PRFMS 

orrelations 

PROFITR Pearson Correlation 

Sig. (2 -tailed) 

PRFMS Pearson Correlation 

Sig. (2 -tailed) 

N 

Regres ion 

Company 6 Liquidity 

Variabl Entered/Remo edb 

Model Variables Entered 

I LQD~ 

a. All requested variables entered. 

b. Dependent Variable: PRFM 

)1odel ummary 

Model R 

. 000 .233 • 825 

. 000 99 14. 172 . 000 

PROFITR PRFMS 

1. 000 . 988** 

. 000 

7 7 

.988** I. 000 

. 000 

7 7 

Variables Removed Method 

Enter 

td . Errorofthe 
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f~. ------~-------.~05~4·rll------~.0~03~1~-----_-_=l9~6~1:~:~.7~.~':~ •• ~.~.~ 

a. P~dictors: ( onstant) LQDTY 

·ov " 

~iodel Sum of df Mean Square F Sig. 

Squares 

1 Regression 2. 653E- 21 1 2. 653E -21 . 015 . 9os• 

Residual 8. 918E -19 5 I. 784E -19 

Total 8. 944E -18 6 

a. Predictors: (Constant), LQDTY 

b. Dependent Variable: PRFMS 

oefficients• 

I 'Aodel understandardized Standardized 

Coefficients Coefficients 

l ig. 

B Std. Error Beta 

1 (Con tant) 7. 524E -II . 000 . 099 . 925 

LQDTY 8. IOOE -II . 000 . 054 . 122 . 908 

a. Dependent Variable: PRFMS 

orretation 

[ ~ I PRFMS I LQDTY 
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Pearson Correlation I. 000 - . 0 4 

ig. (2 -tailed) .90 

7 7 

Pearson Correlation . 0 4 1.000 

ig. (2 - tailed) . 90 

7 7 

Regr ion 

Compan 6 Le erage 

Variables Entered/Removedb 

1 Mod I Variables Entered Variables Remo ed Method 

I 

11 LEVERAGE• Enter 

a. All requested variables entered. 

b. Dependent Variable: PRFMS 

ifodel ummar 

Model R R Square Adjusted R Square Std. Error of the 

1 . 1131 

a. Predictors: (Constant), LEVERAGE 

ov b 

~.fodel Sum of df 

quares 

I Regression 1. 149E- 20 I 

108 

Estimate 

. 013 - . 185 ********** 

Mean Square F Sag. 

1. 149E -20 . 065 . 8091 



[ 
Restdual 

Total 

I. 829E -19 

8.944E-18 

a. Predictors: (Constant), LEVERAGE 

b. Dependent Variable: PRFM 

fficien • 

Model Understandardized 

Coefficients 

B 

3 (Constant} 6. 764E -09 

LEVERAGE - l. 022E -09 

a. Dependent Variable: PRFMS 

orrelation 

PRFMS Pearson Correlation 

Sig. (2 -tatled) 

I. 766E -191 

Standardized 

Coefficients 

t 

Std. Error Beta 

. 000 

. 000 -. 113 

PRFMS 

I. 000 

7 

LEVERAGE Pearson Correlation -. 113 

Sig. (2 -tatled) .809 

. 7 

Regr ion 

109 

ig. 

.337 . 750 

-.255 . 09 

LEVERAGE 

-. 113 

. 809 

7 

I. 000 

15 



Co anr ctivity 

Y · bl ntered/Removedb 

Mode-l Variables Entered Variable Removed Method 

1 ACfiV1TY1 Enter 

All requested variables entered. 

b. Dependent Variable: PRFMS 

~todel ummary 

Model R R Square Adjusted R Square Std. Error of the 

Estimate 

1 . 0601 . 004 - . 196 ********** 

a. Predictors: (Constant), ACfNITY 

• 'OVAb 

Model Sum of df Mean Square F Sig. 

Squares 

I Regres ion 3. 214E- 21 I 3. 214E -21 . 018 . 8981 

Residual 8. 912E -19 5 I. 7 2E -19 

Total 8. 912EE -18 6 

a. Predictors: (Constant), ACfNITY 

b. Dependent Variable: PRFMS 

oefficien • 
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~\Io&l Understandardized Standardized 

Coefficients Coefficients 

I ig. 

B Std. Error B ta 

I (Constant) 2 . 435E -10 .000 .405 . 702 

AcriVITY -2. 888E -11 .000 -. 060 -. 134 98 

a. Dependent Variable: PRFMS 

Correlations 

PRFMS ACfiVTTY 

PRFMS Pearson Correlation 1. 000 - . 060 

Sig. (2 - tailed) .898 

7 7 

ACTIVITY Pearson Correlation -.060 I. 000 

Sig. (2 - tailed) . 89 

N 7 7 
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Appendix 3 
ZTE T 

ompan) I 
Profitability ratio 

Year Mean Std. Deviation td. Error Mean 

Pre privatization performance 5 .65 

Po t pri atization performance 10 .09 

ig. (2- ~ean z tailed) Difference 

Equal variances 
assumed 

16.036 .000 .56 

.000 

.077 

td. Error 
Difference 

.035 

.000 

.024 

95% Confiden e Interval of 
the ifference 

Lower ppcr 

.487 .639 

Liquidity ratio 

Year N Mean Std. Deviation td. rror Mean 

Pre privatization performance 5 1.22 

Po t pri atization perfonnance 1 0 1.34 

ig. (2- Mean I z tailed) Difference 

Equal 
·ariance -1.262 .229 -.12 

as umed 
-L-

112 

.000 

.211 

td. Error 
Difference 

.096 

.000 

.067 

95% onfidence Interval of 
the Difference 

ower pper 

-.329 .0 6 



rage r tio 

Mean td. DeVlatlon td. rror Mean 

~ pnvatiZation performance 5 .50 

P · privatu.ation performance 10 .62 

.000 

.105 

.000 

.033 

Activity ratio 

Year Mean Std. Deviation Std. Error Mean 

Pre privatization performance 5 1.98 

Po privatization performance 10 2.86 

.000 

1.227 

.000 

.38 

Sig. 
(2-

tailed) 

Mean 
Difference 

Std. Error 
Difference 

95% onfidence Interval of 
the Di fterence 

,... 
Equal vanances 
assumed 

-1.571 .140 -.88 

Lower pp r 

.559 -2.087 .330 

Performance 

Year Mean Std. Deviation Std. Error Mean 

Pre privatization performance 5 .00 

Post privatization performance 1 0 .00 

ig. Mean z (2- Difference 
tailed) 

Equal 
variances 20.989 .000 .00 
assumed 

.000 

.000 

.000 

.000 

95% onfidence 

Std. Error Interval of the 

Difference Difference 

Lower Upper 

.000 .000 .000 
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Mean td. De tation td. rr r can 

vatizanon performance 5 .03 .012 .0 5 

10 .20 .250 .079 

95% onfid nee 

z ig. (2- Mean td. Error Int rval of the 

tailed) Difference Difference Difference 

Lower pper 

1.443 
.173 -.16 .114 -.411 .0 2 

Liquidity Ratio 

Year Mean Std. De iation Std. Error Mean 

Pre privahzation performance 5 .13 

Po t privabzation performance 1 0 .97 

.088 

.286 

.039 

.091 

Std. Error 
95% onfidence Interval of 

ig. (2-z 
tailed 

Equal 
vanances -6.355 .000 
as ed 

L ·erage Ratio 

Year 

Pre privatization performance 5 

Po t pri atJzation performance 10 

Equal variance 
umed 

z 

.479 

Sig. (2-
tailed) 

.640 

Mean the Difference 
Difference Difference 

Lower pper 

-. 5 .133 -1.134 -.559 

Mean td. Deviation Std. rrorMean 

.85 

.86 

Mean 
Difference 

-.01 

.025 

.034 

td. Error 
Difference 

.017 

.011 

.011 

95% onfidence Interval of 
the Difference 

ower Upper 

-.046 .029 

ctivity Ratio 

Year N Mean td. Deviation Std. Error Mean 

Pre privattzation performance 5 2.1 7 1.217 .544 
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.27 .037 

ig. 
95% onfid nee 

Mean td. rror Interval of the z (2-
Difference Difference Difference 

ta1led) 
Lo'i er Upp r 

~ual 
•;anances 5.0 I .000 1.90 .373 1.090 2.704 
assumed 

Performance 

Year N Mean I Std. Deviation td. Error Mean 

Pre privatization performance 5 

Po privatization performance 10 

z 

Equal variances 
as wned 1.155 

ompan 3 
Profitability ratio 

Sig. (2-
tailed) 

.269 

.00 

.00 

Mean 
Difference 

.00 

.000 

.000 

td. Error 
Difference 

.000 

.000 

.000 

95% onfidence Interval of 
the Difference 

Lo' er pper 

.000 .000 

Year N Mean Std. Deviation td. rror Mean 

Pre privatization performance 5 .06 

Po t privatization perfonnance 1 0 .06 

z ig. (2- Mean 
tailed) Difference 

Equal anances 
1.008 .993 .00 

as umed 

Liquidity Ratio 

.009 

.026 

td. Error 
Difference 

.0 12 

I 

.004 

.00 

95% onfidence Interval of 
the Difference 

Lower pper 

-.026 .026 

Year Mean Std. Deviation Std. rrorMean 

Pre privatization perfonnance 5 1.61 .166 .074 
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P privanzation performance 9 1.41 .1 1 .060 

ig. (2- Mean td. Error 
95% onfidence Interval of 

z 
tailed) Difference Difference 

the Dtffer nee 

Lo\ er pp r 

Equal variances 
2.100 .05 .21 .09 -.00 .42 

ed 

LeHrage Ratio 
y Mean Std. Deviation td. Error Mean 

Pre privatization performance 5 .62 

Po privatization performance 10 .73 

-121-

z Sig. (2- Mean 
tailed) Difference 

Equal variance 
assumed 2.315 

.038 -.11 

.063 

.091 

Std. Error 
Difference 

.046 

.02 

.029 

95% onfidence Interval of 
the Difference 

Lower Upper 

-.205 -.007 

ctivity Ratio 

Year Mean td. Deviation td. Error Mean 

Pre privatization performance 5 3.27 

Post privatization performance 10 4.09 

Sig. (2- Mean z 
tailed) Difference 

Equal variance 
assumed 1.854 

.087 -. 3 

.113 

.974 

td. Error 
Difference 

.445 

.ost
1 

.308 

95% onftdence Interval of 
the Difference 

Lower pper 

-1 .7 7 .136 

Performance 

Year N 1 Mean td. Deviation td. Error Mean 

Pre privatization performance 5 .00 

Post pri atization performance 10 .00 

z Sig. (2- Mean 
tailed) Difference 

Equal ariance .285 .00 

116 

.000 

.000 

td. rror 
Difference 

.000 

.000 

.000 

95% onfidence Interval of 
the Difference 

ower Upper 

.000 .000 



d 1.115 

Compan · 4 

Profitability Ratio 
y Mean Std. Deviation td. rror Mean 

Pre privahzation performance 5 .48 

Po privatu.ation performance 10 .12 

Equal variances 
as umed 

z 

2.489 

Sig. (2-
tailed) 

.027 

Mean 
Difference 

.36 

.074 

.316 

Std. Error 
Dtfference 

.146 

.033 

.100 

95% onfidence Interval of 
the D1fference 

Lower pper 

.04 .678 

Liquidity Ratio 

Year N Mean Std. Deviation Std. Error Mean 

Pre privatization performance 5 1.02 

Pot privatization performance 10 1.08 

Sig. (2- Mean z 
tailed) Difference 

Equal vanances 
assumed 4 .163 

.001 -.06 

.011 

.030 

Std. Error 
Difference 

.014 

.005 

.009 

95% onfidence lnterval of 
the Difference 

Lower ppcr 

-.0 9 -.028 

Leverage Ratio 

Year N Mean Std. Deviation Std. Error Mean 

he privatization performance 5 .92 

Post privatization perfom1ance 1 0 .89 

Equal variances 
assumed 

ctivity Ratio 

z 

2.693 

Sig. (2-
tailed) 

.018 

Mean 
Difference 

.03 

117 

.009 

.020 

td. Error 
Difference 

.010 

.004 

.006 

95% onfidence Interval of 
the Difference 

Lower Upper 

.005 .046 



5 

10 

tg. (2-z 
tailed) 

1 vanance 
.135 

sumed 1.592 

Performance 
Year 

Pit privatization performance 5 

Po t privatization performance 10 

z Sig. (2-
taJled) 

Equal vanance 
1.252 .233 

rumed 

om pan. 5 

Profitability ratio 

Year 

Pre privatization performance 5 

Post pri atization performance 10 

ean td. Deviation td. rr r Mean 

.0 .107 . 4 

.15 .0 3 .026 

Mean td. 
95% onfidence Interval f 

rror th Diffi renee 
Difference Difference 

Lo er pp r 

-.0 .050 -.I 7 .02 

Mean Std. Deviation td. Error Mean 

.00 

.00 

Mean 
Difference 

.00 

.000 

.000 

Std. Error 
Difference 

.000 

.000 

.000 

95% onfidence Interval of 
the Difference 

Lower ppcr 

.000 .000 

Mean td. Deviation Std. Error Mean 

.43 

-.17 

.233 

.444 

.104 

.140 

z ig. (2- Mean Std. Error 

95% onfidence 
Interval ofthe 

ifference tailed) Difference Difference 

Lower Upper 

Equal 
\-anances 2.792 .015 .60 .214 .135 1.062 

~med 

Liquidity Ratio 

Year Mean Std. Deviation Std. rror Mean 

Pre privatization performance 5 1.04 .022 .010 

Po t pnvatization performance 10 1.07 .043 .014 
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ig. (2- Mean td. · rror 
9 % onfid nee lntc~· I f 

z tailed) Difference Difference 
the tffl r nee 

wer ppcr 

1. 42 
.0 -.04 .021 -.0 3 . 07 

L erag Ratio 

Year Mean td. Deviation td. rror Mean 

Pre privanzation performance 5 .95 

P privattzation performance 1 0 . 9 

Sig. (2- Mean z 
tailed) Difference 

Equal vanances 
3.067 .009 .06 

ed 

Activity Ratio 

.033 

.039 

Std. Error 
Difference 

.020 

.015 

.012 

95% onfidencc Interval of 
the Difference 

Lower Upper 

.019 .107 

Year N Mean td. Deviation 1 td. Error Mean 

Pre privatization performance 5 .14 .105 .047 

Po t pri atization performance 10 .17 .060 .019 

Std. Error 
95% onfidence Interval of 

z Sig. (2- Mean the Difference 
tailed) Difference Difference 

Lower Upper 

Equal vanances 
.497 -.03 .042 -.120 .061 

ed .699 

Performance 

Year Mean td. Deviation td. rror Mean 

Pre pri auzation performance 5 .00 

p pri atization performance 10 .00 

z Sig. (2- Mean 
tailed) Difference 

119 

.000 

.000 

td. Error 
Difference 

.000 

.000 

95% onfidence Interval of 
the Difference 

Lower Upper 



z Sig. (2-
tailed) 

Mean 
Difference 

td. Error 
Difference 

95% onfid nee Interval of 
the Difference 

Lower 
r-

Equal vanances 
ed 3.541 

.004 -.29 .082 -.466 

leverage Ratio 

ear N Mean Std. Deviation Std. Error Mean 

Pre privatization performance 5 .52 

P t privatization performance 10 .46 

Sig. (2- Mean z tailed) Difference 

Equal 
\'anances 4.288 .001 .05 

ed 

.040 

.005 

td. Error 
Difference 

.012 

120 

.01 

.002 

95% Confidence 
Interval ofthe 

Difference 

Lower Upper 

.026 .080 

Upper 

-.113 



Acthity Ratio 
y Mean td. evtattOn 

Prt vanzatton performance 5 3.25 

P pnvatization per£ rmance I 0 2.40 

z ig. 2- Mean 
tailed) Difference 

. 69 

.022 

td. Err r 
Difference 

.3 9 

007 

95Vo onfid nee Interval f 
the 1ffl renee 

Lower pper 
,..--
Eq I vanances 

ed 

Performance 

Year 

3.226 .007 

Pre pnvatization perfonnance 

Post pnvatization performance 

z 

:-anances -1.472 
assumed 

5 

10 

Sig. (2-
tailed) 

.165 

.85 

Mean 

-.36 

.00 

Mean 
Difference 

-.36 

121 

.264 

td. 
Deviation 

.8 16 

.000 

td. Error 
Difference 

.248 

.2 2 

td. rror 
Mean 

.365 

.0 0 

1.423 

95% onfidence 
Interval of the 

Difference 

ower pper 

-.900 .171 


