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ABSTRACT  
 
 This study is applied based on the objective, has the library type in terms of data collection, and is among 
the correlation studies based on the method. Furthermore, it is seeking to define and calculate the correlation 
rate and the coefficients of independent and dependent variables through the econometric models. The document 
branch library studies and the data associated with the research variables are used by referring to the Websites of 
Central Bank and National Center for Statistics, economic indicators, and World Bank in order to collect the 
required data and information. First, the accuracy test of classical assumptions was done in order to determine 
the estimation functions and ensure the accuracy of relevant estimates and reliability of estimated equation as 
well as the long-term and equilibrium coefficients of independent variables. Investigating the stability 
(durability or reliability) of variables was done by the software Eviews; and R2-statistic and F-Statistic were 
used as the software output. The main objective of this research is to study and investigate the relationship 
between the privatization and the macroeconomic variables. Studied macroeconomic variables in this paper 
include the employment, growth economy, free economy, inflation rate, and Gross Domestic Product (GDP). 
According to the main conclusion of this study there is a significant correlation between the dependent variables 
of growth economy, free economy, inflation rate and GDP with the privatization. Only the dependent variable, 
employment, has no significant correlation with the privatization. In fact, with one unit increase in the 
independent variable (privatization), the dependent variables (growth economy, free economy, inflation rate and 
GDP) are increased equal to the coefficients 0.740388, 0.561723, 0.612598, and 0.906490 units, respectively. 
Moreover, the employment variable is reduced with one unit increase in the privatization with the coefficient 
equal to 9.784863 units.  
               
Key words: Privatization, employment rate, inflation rate, Gross Domestic Product (GDP). 
  
Introduction  
 
 The range and way of intervention in the 
economy has always been the subject of discussion 
and controversy by most of the economists. Despite 
the fact that the classical economists such as Adam 
Smith, David Ricardo, Jean-Baptiste Say and some 
other economists have not totally rejected the role of 
government, it can be stated that according to their 
viewpoints, the government intervention has been 
very insignificant [1]. This was the dominant idea in 
the first and second decade of the 20th century. After 
the First World War and especially the West Great 
Depression during 1929-1933, the influence of 
classical policies was questioned and the need was 
felt for more government intervention than the past. 
So that, the rate and way of governments' 
intervention in the economy and also directing the 
economic growth and development of these countries 
were raised more seriously after the end of the 
Second World War. On this basis, it was essential 
that the governments of developing countries to 
intervene more in the economy and undertake the 

heavier tasks, so that this intervention in these 
countries was increased during the 1960s and 1970s, 
and indeed this follows the policy of the famous 
English economist's idea, John Maynard Keynes and 
his supporters, the Keynesians. However, the 
privatization issue was raised during a period of time 
due to the the inefficient public sector enterprises in 
addition to their failure to reach their desired goals; 
and since the mid 1980s, this was introduced under 
the neoclassical economists' ideas, named 
Neoclassics or monetarists, and affected most of the 
countries. For instance, this became so important and 
developed rapidly by the government in the 1980s 
and after the election of Margaret Thatcher in the 
UK. Since the 1990s, a new idea, called the 
cooperation of private and public sectors, has been 
raised and it has become the basis for the activity of 
development-oriented and welfare-creating states [2]. 
Privatization is an economic policy to balance 
between the state and market and certainly in favor 
of market. This movement is done with the aim to 
increase the efficiency of economic activities 
because the privatization is theoretically based on 
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this idea that the market environment is completed 
when a perfect competition is existed and the private 
sector makes the economic efficiency [3]. 
Privatization refers to a set of actions in which the 
public sector is excluded from different levels of 
control, ownership and management and they are 
assigned to the private sector. According to the 
provided explanations and other definitions in the 
various resources, the movement towards the market 
and state equilibrium is done through different ways 
such as strengthened private sector property, 
financial tools and legal financial institutions, 
making free, and choosing different policies by the 
government like designing the policy which develops 
the private sector. The ways by which the 
privatization can be done include: The institutional, 
operating and ownership policies [4]. Counties 
around the world have been attracted to the 
privatization because of the financial pressures, poor 
performance of private sector, private sector 
development, and influence of successful samples 
[5]. The most important targets which the countries 
are following according to this policy include: 
reducing the role of state system and reducing the 
cost of intervention in the economic activities, 
reducing the state budget costs in relation to the 
payment of subsidies and applying the capital costs, 
developing the competition and improving the 
efficiency of state-owned enterprises, expanding the 
capital market, expanding the vast stock ownership, 
obtaining the financial revenue for the state treasury, 
minimizing the administrative bureaucracy, reducing 
the government monopolies, and increasing the 
efficiency of public sector [6]. The most common 
ways for this policy include: Offering the shares to 
the public, offering the shares to the certain groups, 
separating the assignment-included units to the 
smaller and assigning the ownership or management, 
attracting the private sector participation in new 
investment needed for the state-owned enterprises, 
contracting to assign the management or hire the 
assets [7]. The effects of privatization in terms of the 
micro-economy include: Enhancing the efficiency of 
enterprises, improving the decision-making system, 
eliminating or reducing most of the trades, clarifying 
the firm goals, promoting the quality of goods and 
services, reducing the costs, and improving the 
working conditions. At the macro level, the 
Privatization also affects most of the economic 
variables such as the gross domestic production, 
national savings, state budget deficit, wage rate, 
private consumption, employment, balance of 
payments, etc. This policy can lead to the reduced 
budget deficit, adjusted wage rate, increased savings 
and investment, increased GDP, etc. The factors 
which affect the way of privatization and its success 
in a community include the state goals, background 
of state activities in the field of privatization, 
building and context of financial markets, needs for 
investment at the macro level, facilities of private 

sector for investment, laws and regulations governing 
the country, general economic position of country, 
and the cultural, social, political and economic 
features, and economic system of country [8]. The 
idea of Privatization in Iran was raised as the result 
of not realizes predictions which were expected from 
the establishment of state-owned enterprises in Iran 
in 1983, but the events such as Iran-Iraq War and 
economic sanctions prevented the implementation of 
these policies. However, after the war it was put at 
the top of the state activities, and the development 
was formally continued according to the articles 134 
and 138 of the constitution and the provisions 37-4, 
1-8, 2-8, 3-8 of first plan (1989-1993).  
  
2- Research literature: 
  
 In general, the privatization has proved its 
economic value. Changing to the private property has 
been led to the improved firm performance with a 
small number of exceptions. This finding has been 
true in most of the poor countries and the former 
socialist economies in in-transition region. Following 
the privatization, the profitability is generally and 
often increased to a considerable extent like the 
output, dividends and investment. In an extensive 
review of the research literature including 65 firm-
level empirical research within and between different 
countries, Megginson et al have reached the 
conclusion that "The enterprises with the private 
ownership are more efficient and profitable than the 
state ones [9]. The overall economic impacts of 
privatization are less visible on the state budget, and 
the growth, employment and investment. The most 
detailed study so far reviews 18 countries which are 
doing the privatization. Davis et al has reported the 
considerable gross earnings equal to 12 percent of 
annual GDP as the result of the privatization. 
Generally, the states usually have owned a half of 
this amount and this shows the high costs of 
clearance and selling. Even a percentage of GDP is 
also a large rate, but its long-term financial impacts 
on the state revenue are not generally raised from the 
sale revenues (which are resulted from selling an 
asset) and they are provided from the removal of 
subsidies granted to the state enterprises before the 
privatization and increased subsequent tax revenues 
from the more profitable and productive private 
enterprises [10]. The "Policy of granting the stock to 
the government, state-owned enterprises and firms" 
was approved in Iran based on the Act approved in 
23.6.1991 and the Amendment by government in  
5.4.1992 and according to the Articles 134 and 138 
of constitution of Islamic Republic of Iran and the 
objectives of First Fifth-year Plan in order to 
promote the efficiency of activities and reduce the 
volume of government in the unnecessary economic 
and service activities as well as creation of economic 
balance and optimal use of facilities in the country. 
In June 1994, the Council of Ministers approved a 
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list of 391 state-owned firms to grant through the 
stock market; 293 of these firms were under the 
coverage of National Industry organization and the 
other 54 firms were covered by the Industrial 
Development and Renovation Organization of Iran. 
In further reviews, 14 other units were added to the 
assignment-included of Ministry of heavy industries, 
a company to the list of Ministry  of  Health, and a 
company to the list of the ministry of energy. Thus, a 
set of firms were selected for assignment to the 
private sector without providing a policy to transfer 
the units covered by the institutes, banks and other 
state institutions [11].  
 
2-1 Research Background: 
  
 Taghavi, M., [12] has theoretically investigated 
the state privatization yield and has mentioned the 
defects and problems of implementing this policy 
and provided the suggestions for improvement. 
Aghajani, N. [13] has studied the effect of 
privatization on the financial dimensions for 
continuity of firm activities. This research studies the 
changes of financial ratios which indicate the effect 
of Management performance on the financial 
dimensions. Davani, Gh. [14] studied the stock and 
the way of pricing the firm stock. Talebi, Gh. [15] 
conducted a research on the problems of stock 
pricing techniques in the privatization-included firms 
and provided the suggestions for its appropriate way 
of pricing in his PhD thesis. Komeijani, A. [16] 
investigated the performance of privatization policy 
in Iran. Nazari, R. [17] evaluated the effects of 
privatization on the performance and efficiency of 
firms assigned to the private sector in his PhD thesis. 
Enrico, C et al [18] evaluated the structure of 
privatization plans. Fama, J. [19] has done the 
analytical investigation of management and 
investment methods in the form of privatization 
firms. Vuylsteke, Charles [20] has criticized and 
investigated the methods and techniques of 
privatization in the public sector.  
  
3. Research Methodology: 
 
 This study is applied based on the objective, has 
the library type in terms of data collection, and is 
among the correlation studies based on the method. 

Because it is seeking to define and calculate the 
correlation rate and the coefficients of dependent 
variables (Employment rate, GDP, inflation rate, free 
economy, and growth economy) with the 
Privatization as the independent variable by using the 
econometric models. The document branch library 
studies and the data associated with the research 
variables are used by referring to the Websites of 
Central Bank and National Center for Statistics, 
economic indicators, and World Bank in order to 
collect the required data and information. Data, 
associated with the research variables, are collected 
annually and related to the years 1978 to 2009.  
 3-1 Research framework including the 
hypotheses, conceptual model, mathematical and 
computational functions 
 For developing the main hypothesis, this 
question is raised whether there is a significant 
correlation between the privatization as the 
independent variable and the dependent variables? 
The research hypotheses are determined as follows in 
order to answer this question.  
 
- Main hypothesis: 
 
- There is a significant relationship between the 
privatization as the independent variable and the 
employment rate as the dependent variable.  
- There is a significant relationship between the 
privatization as the independent variable and the 
GDP rate as the dependent variable.  
- There is a significant relationship between the 
privatization as the independent variable and the 
inflation rate as the dependent variable.  
- There is a significant relationship between the 
privatization as the independent variable and the free 
economy as the dependent variable.  
- There is a significant relationship between the 
privatization as the independent variable and the 
growth economy as the dependent variable.  
 
- Conceptual model of research: 
 
 Conceptual model of the relationship between 
the independent variable and the dependent variables 
(employment rate, GDP, inflation rate, economy free 
and growth economy) is as follows.  
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- Mathematical and Computational Functions: 
 
1 - Employment Rate (RE) is calculated according to 
the following formula.  
RE = 1 - R

UNE 
 

Where, RUNE is the unemployment rate and 
calculated as follows,  
RUNE = [PUNE / (PUNE + PE)] * 100  
Moreover, PUNE represents the number of 
unemployed population and PE is the number of 
employed population [21].  
2 – Gross Domestic Product (GDP) according to 
the price of factors is calculated as follows.  
GDPf = Σ vi - If     (i = 1 ... n) 
Where, vi is the value added i and If is the included 
fee [22].  
3 – Inflation rate in Iran is calculated according to 
the following formula (Laspeyres Index).  
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 Where, It,o is the index of Inflation at the time t 
compared to time 0 (base year), n: The total number 
of arithmetic basket goods and services, Pti : The 
prices of goods and service i at the time t, P0

i : Price 
of goods and service i at the base time, and Q0

i : 
Consumption rate of goods and service i at the base 
time [23].  
4 – Free Economy is obtained according to the 
reports by Fraser Institute because it is monitored by 
several Nobel-winner economists [24]. Fraser Free 
Economy Index is a weighted index composed of 
five main indicators and sub-indices which are 
presented as follows.  
i. Size of government (government expenditure as 
the percentage of GDB, volume of subsidies, state 
investment, rates of tax revenue and wage).  
ii. Legal structure of security of property rights 
(Independence from the judiciary, intellectual 
property protection, military intervention, and 
integrity of the judiciary).  

iii. Access to the healthy liquidity (liquidity growth, 
free ownership of foreign currencies, current 
inflation rate, changes in inflation over the last five 
years). 
iv. Free abroad trade (Taxes, tariffs, legal trade 
barriers, official and black market currency rate 
differences, capital market control, and the volume of 
trade sector).  
v. Financial laws, business and labor market 
(Participation of private and foreign banks, limits on 
the bank interest rates, the rate of deposits in private 
banks, restrictions on the layoffs and wage laws, the 
employment rate by the government)  
5- The growth economy is obtained through Solo 
Endogenous growth economy model and according 
to the following function.  

( )      0 1t
t t t tY K A L α α−= < <  

 Where, Y represents the number of produced 
goods, K: Amount of capital, L: Labor force, and A: 
Level of technology. It is assumed in this function 
that L (Labor force) and A (Level of technology) are 
developed with the exogenous growth rates g and n, 
respectively [25].  
 
4. Research Findings: 
 
 The research findings have been obtained 
through the econometric model by the Ordinary 
Least Squares (OLS) method in order to prove the 
main hypotheses. E-Views software has been used 
for calculation.  
 
4.1 Investigating the reliability of variables: 
 
 Studies indicate that the variables are unreliable 
for most of the economic time series. Therefore, 
according to the co-integration theory in the modern 
econometrics, it is necessary to study their reliability 
or unreliability. Dickey-Fuller unit root test is the 
most appropriate test. The reliability test has been 
done for the employment variable by using Dickey-
Fuller unit root test and the results are shown in 
Table 1.  
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Table 1: Results of reliability test by using Dickey-Fuller unit root test for the employment at the level.  
Null Hypothesis: Employment 

Exogenous: Constant 
Lag Length: 5 (Automatic based on SIC, MAXLAG = 7) 

t-Statistic       Prob.* 
Augmented Dickey-Fuller test statistic -3.713826 0.0099 

Test critical values: 1% level  -3.711457  
 5% level  -2.981038  
 10% level  -2.629906  

*MacKinnon (1996) one-sided p-values. 
 
 As shown, the value of calculated statistic (-
3.713826) is less than the estimated critical values (at 
all levels). Therefore, it can be concluded that this 
variable is stable (at the level). The summary of 

mentioned test results at the level and in the first 
order difference of model time series for all variables 
are presented in Table 2. 

 
Table 2: Results of Dickey-Fuller test for time series data of research variables. 

Result MacKinnon critical amount Dickey-Fuller test degree Variable 
Stable -3.661661 1.269979 I(0) Employment 

Unstable -3.661661 1.269986 I(1) Growth 
Stable -3.670170 -4.705886 D(Growth) 

Unstable -3.670170 -2.440474 I(1) F.Economy 
Stable -3.670170 -4.645700 D(F.Economy) 

Unstable -3.661661 -3.215437 I(1) Inflation 
Stable -3.679322 -5.634798 D(Inflation) 

Unstable -3.679322 5.028120 I(2) GDP 
Unstable -3.769597 2.097198 D(GDP) 

Source: research findings  
  
 Symbol D in the above table represents the 
difference of variable levels. Employment variable 
has become stable at the level and the variables 
including the free economy and inflation are stable in 
the first order difference and the GDP is not stable at 
any levels. The final result of stability test indicates 
that the research variables (Except for the GDP) 
become stable either at level or in the first order 

difference, thus it is possible to fit the target models 
by determining the stability degree of variables.  
 
4.2 Calculation of model coefficients: 
 
 The results of estimating the above model are 
obtained through the least squares method and by the 
software EViews and the results are shown in Table 
3, respectively.  

 
Table 3: Estimation of econometric model by the OLS method. 

Method: Least Squares Dependent Variable 
Sample (adjusted): 1357 1388 

Included observations: 32 after adjustments 
Prob. t-Statistic Std. Error Coefficient Variable Employment 

0.0025 -3.306530 2.959254 -9.784863 Privatization 
0.0000 20.63474 2.524844 52.09952 C 

0.000037 Prob. 0.438242 R-squared 
1.95845756 DW stat. 23.40375 F-statistic 

0.0000 5.142704 0.143969 0.740388 Privatization Growth economy 
0.0000 11.73378 18812.61 220743.0 C 

0.000000 Prob. 0.823865 R-squared 
1.91548613 DW stat. 67.82312 F-statistic 

0.0014 3.534872 0.158909 0.561723 Privatization Free 
economy 0.0000 18.62983 0.021384 0.398374 C 

0.000000 Prob. 0.669403 R-squared 
2.00215487 DW stat. 29.36001 F-statistic 

0.0006 3.867328 0.158403 0.612598 Privatization Inflation rate 
0.0000 6.354662 2.941289 18.69090 C 

0.005552 Prob. 0.301051 R-squared 
1.89725462 DW stat. 6.245426 F-statistic 

0.0000 15.77415 0.057457 0.906490 Privatization GDP 
0.2355 1.211433 215861.2 261501.4 C 

0.000000 Prob. 0.757167 R-squared 
1.79548852 DW stat. 21.21193 F-statistic 

 
4.3 Interpretation of test results: 
   

 The results of estimating the model and other 
calculations and test are as follows,  



2346 
Adv. Environ. Biol., 7(9): 2341-2347, 2013 

 

1- Estimation of econometric model suggests that 
there is a significant relationship between the 
dependent variables including the growth economy, 
free economy, inflation rate, and GDP with the 
privatization. Only the privatization as the dependent 
variable has no significant relationship with the 
privatization. In fact, with one unit increase in the 
independent variable (privatization), the dependent 
variables (growth economy, free economy, GDP, and 
inflation rate) are increased with the coefficients 
0.740388, 0.561,723, 0.612,598, and 0.906,490 units, 
respectively. The employment variable is also 
decreased with the coefficient equal to 9.784,863 
units by one unit increase in the privatization.  
2- F-statistic and its probability (Prob.) indicate the 
significant computational regressions.  
3 - Durbin-Watson statistic in the calculations rejects 
the hypothesis of autocorrelation between the model 
components.  
  
5. Conclusions and suggestion: 
  
- Conclusion:  
 
 Estimation of econometric model suggests that 
there is a significant relationship between the 
dependent variables including the growth economy, 
free economy, inflation rate, and GDP with the 
privatization. Only the privatization as the dependent 
variable has no significant relationship with the 
privatization. In fact, with one unit increase in the 
independent variable (privatization), the dependent 
variables (growth economy, free economy, GDP, and 
inflation rate) are increased with the coefficients 
0.740388, 0.561,723, 0.612,598, and 0.906,490 units, 
respectively. The employment variable is also 
decreased with the coefficient equal to 9.784,863 
units by one unit increase in the privatization 
1- The employment first reduces the inefficient labor 
forces according to the agility of private 
organizations and applied skilled manpower and 
reduced costs due to loss of manpower. Obviously, 
the unemployment is solved in this regard through 
promoting the expertise of human resources and their 
movement towards the other organizations. 
Eventually, the brisk business will create the 
infrastructures for job creation and improve the 

coefficient of employment negative relationship in 
the private sector.  
 2- In the long-term, the privatization increases the 
economic growth inputs which include the 
production inputs (capital or labor), increased Total 
Factor Productivity (TFP), and applied probable 
empty capacities in the economy. Obviously, it is the 
main objective of privatization policy.  
3- According to the indices and sub-indices defined 
by Mr. Fraser (size of government, legal structure of 
security of property right, access to the healthy 
liquidity, free abroad trade, financial laws, business 
and labor market) the free economy is the facilitator 
of business especially in the private sector. If the 
government's policy tends to the privatization, the 
created facilities will facilitate the policymaking 
process in this regard. The government is the only 
responsible sector in this regard.  
4- Keynes mentions two main reasons for the 
inflation including the reduced total offer and/or the 
increased total demand. The developed business in 
the private sector, due to the rapid growth, will lead 
to the increased demand for the production factors. 
The national wealth growth due to the increased 
revenue in the private sector is another reason for the 
increased total demand. These are two main reasons 
for the rise in the inflation due to the privatization 
growth in the country.  
5- The method of calculation by the consumption 
attitude is as follows.  
GDP = private consumption + investment + state 
expenditures + (exports - imports)  
 Obviously, the growth in the private sector will 
lead to the enhanced consumption, investment 
growth, and improved trade balance. Therefore, 
according to the result of this study it is obvious that 
the GDP is grown as the result of privatization. On 
the other hand, the inefficiency of state activities in 
creating the wealth and production is the main reason 
for their assignment to the private sector. Thus, the 
privatization obviously leads to an increase in the 
total output of goods and services in the national 
economy.  
 According to the obtained coefficients of 
independent variables in Table 3, the regression 
models of each variable are presented as follows. 

 
=========================  
PE = C + α * Employment = 52.09952 + (-9.784863 Employment) 
                                             (20.63474)             (-3.306530) 
PGE = C + α * Growth Economy = 220743.0 + 0.740388 Growth Economy 
                                                       (11.73378)               (5.142704) 
PFE = C + α * Free Economy = 0.398374 + 0.561723 Free Economy 
                                                 (18.62983)              (3.534872) 
PIr = C + α * Inflation rate = 18.69090 + 0.612598 Inflation rate 
                                              (6.354662)            (3.867328) 
PGDP = C + α * GDP = 261501.4 + 0.906490 GDP 
                                    (1.211433)     (15.77415) 
=========================  
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 The values of F-statistic, R-squared and Prob are 
presented at the end of each table. Furthermore, C 
represents the constant values and α represents the 
coefficient of variables.  
 
- Suggestion: 
  
1- In order to review the privatization policies, all 
macroeconomic variables, which are significant 
dependence on this policy, have been investigated 
and shown in the equations in this study and the 
policies have been reviewed for implementation 
according to the impact coefficient of each factor. 
2- The values of technical coefficients in other 
variables should be neutralized and changed by the 
impact analysis techniques in the case of conflict 
between the privatization policies and other local 
macro-policies such as the anti-inflationary policies.  
3- Given the conditions of local macro-variables in 
the recent periods, the periodic review of technical 
coefficients of macroeconomic variables should be 
considered shorter than a year.  
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