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ABSTRACT 

Vietnam has cautiously introduced a privatization program for State Owned Enterprises (SOEs) since 1992 adopting a different approach when compared with Western countries. This paper focuses on investigating the effects of listing, by comparing changes in the financial performance of privatized firms on a pre- and post listing basis. The study uses a sample of 33 privatised firms. Our results provide a substantial contribution to the current debate in the literature surrounding the effects of privatisation and ownership change, especially in developing countries, and this paper may assist policy makers in directing future privatization initiatives.

INTRODUCTION 
Since first application in Britain in 1979 under the Thatcher government, privatization has come to be accepted and employed throughout the world, often under conditions of considerable controversy. Privatization is the process through which government either wholly or partly sells their interests in state-owned enterprises (SOEs) to private sector, generally with the hope that the inefficient performance of these firms can be improved by application of the discipline associated with private ownership (Megginson, Nash et al. 1994). In other few cases, privatization is pursued to solve several social policy agendas, such as wealthy capitalist class creation or empowerment of a particular stratum of society (Pham, Carlin 2008).

The widespread-applied privatization phenomenon has attracted considerable attention from researchers. In the very first stage of privatization application, there are a various studies about the ideology of ownership transfer (see for example Hood 1991; Osborn and Gaebler 1992; Nellis 1994; Hood 1995; Kikeri, Nellis 2004). In the later period, there were numerous researches focusing on the entity’s performance in developed countries which were the pioneers of privatization application.

There is an increase of attention of researchers about the privatization and its impacts on developing world. In such circumstances, a considerable works focus on evaluation of firm performance. However, because of typical conditions of developing countries the privatization process consists of two different but important points. The first is privatizing point where state ownership totally or partly transfers to private partner. And another milestone is the point that privatized firms going to public by listing on capital market, either internally or internationally.

DATA AND METHODOLOGY
Because each listing year yields a research sample too small for meaningful analysis, this study employs a data pooling technique whereby irrespective of the actual calendar year of listing, all data pertaining to each firm’s year prior listing, year of listing and each successive year post listing is pooled for the purposes of aggregate analysis. This resulted in a data set comprising 33 observations for the year prior to listing (t-1), the year of listing (t=0), one year post listing (t+1), two years post listing (t+2) and three years post listing (t+3).

Results and Discussion

Though having the same pattern of asset turnover, working capital management, net working capital on sales as manufacturers, the trading and services providers had some improvement in the usage of their long term assets. The analysis of fixed asset turnover indicates that after two years going to public, the mean (weighted mean) of firms in this sub-sample increase from 8.25 (5.21) to 14.93 (6.27). The Wilcoxon signed rank test shows that the increase is significant at the 5% level with 75 per cent of firms had increase in this value. 

Conclusion

Our results depict the challenges faced by a sample of firms moving to public in an economy itself undergoing rapid transformation. In contrast to earlier literature which tended to paint pictures at relatively aggregate levels, our results have focused on the key individual financial factors which go to building up a profile of enterprise value generation potential.

Generally, our analysis shows, in consistence to the results published in earlier literature, that the improved performance is not guaranteed outcome of the decision to going public, particularly if that transition also occurs against the backdrop of a general resource to greater competition in product and service markets.

The data we gathered in relation to our sample of firms suggests that they faced very substantial challenges in their first two years of public operation. They all have significant reduction in gross profit margin. In order to compensate for the gross margin loss, the trading and services firms were successful in control their cost and in expanding their sales by fixed assets. In contrast, the firms in manufacturing sub-sample faced difficulties in control their cost line and in increase the productivity of their long-term assets.

They also faced difficulties in managing their working capital. Our results indicate that listed firms took long time to have cash available for use due to the long receivable days and the inventory lag. In addition, the inefficient management in working capital were also exhibited via net working capital on sales. Our analysis indicates that the listed firms also spent remarkable amount of net working capital to generate one dollar of net sales. Though, after two years being public companies, there were several changes in these variables these shortcomings have not varied significantly.  

Beside the risks associated with the long funding gap, we also found that firms in research sample contained the risks in debt structure. The high proportion of current liabilities on total debts on the one hand reflects the difficulties in paying the short-term debts when they come due. On the other hand, this phenomenon suggests one probability is the ease of getting short-term debts but the obstacle of getting long term liabilities. 

We believe that the capital structure with substantial reliance on short term debts had negative impact on financial leverage and then the firms’ return, especially in manufacturing listed firms. The low financial leverage, the declined profit margin, the inefficient use of working capital, and the weak management of long term assets are determinants for the reduction of return on equity (ROE) and return on assets (ROA) in manufacturing firms in our sample. Differently, though having unchanged financial leverage and working capital management the trading and services firms had improvement in cost control, in long term asset management they were successful in maintenance their return at as same level as at the year prelisting. 

Overall, we believe that besides contributing to literature, our results send some warnings to firm managers about their nearly unchanged performance and inherent risk associated with their current operation. For the policy makers, the results shed light on the implications of privatization and listing policy, and its capacity to operate successfully in the long run. 

Though our results contribute to literature concerned to privatization program in developing countries, especially in Vietnam, we believe that the results would be more meaningful if we compared long time series data, larger sample size, and more detailed industry classification which we could not perform due to the availability of data. 
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