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Highlights ) o
* Smart privatization using exchange-traded funds as a new, transparent and participatory
mechanism for divestiture of state-owned enterprises.

» Successful privatization with the help of exchange-traded funds requires a coherent hierarchy of 10 key
strategies, starting from “systemic feasibility” and ending with “supply management and how to use the

Research Paper

I .
» Successful privatization requires adapting international experiences to Iran’s economic,
institutional and cultural characteristics. ]

» The research findings emphasize “full transfer of ownership and management”, but at the same
time consider the role of the government at the level of “macro policy-making” and “post-transfer
monitoring” to be essential. . ) . ] ]

» Privatization itself is not corruptive; but without strategies such as “information transparency”,
“strategic shareholder selection” and “macro cultural policy-making”, it becomes a breeding
ground for corruption.

Abstract

The aim of this research is to identify key strategies for the successful implementation of
the privatization process using exchange-traded funds. This study is designed with a mixed
approach (qualitative-quantitative). In the qualitative phase, data were collected through semi-
structured interviews with 20 ex?erls in the field of capital markets, senior managers of
companies, financial managers of companies, employees and management of investment
funds and analyzed using thematic analysis. In the quantitative phase, interpretive structural
modeling was used to extract the hierarchy of strategies and structural equation modeling
based on data from 157 questionnaires was used to validate the causal relationships between
strategies. The findings show that the privatization process based on exchange-traded funds is
a hierarchical system in which the strategies of "'systemic feasibility* and "use of international
experiences and localization of the model" act as fundamental foundations. These strategies
lead stepwise to mid-level strategies such as “designing the optimal functioning of exchange-
traded funds”, “outlining a structured privatization process”, “building the capacity of capital
market infrastructure”, “preparing and strengthening corporate governance”, and “attractin
strategic shareholders™, and fma_l% ending with the final strategy of “managing the suppl?/ an
use of divestiture proceeds”. This research suggests that privatization funds should be
designed taking into account local characteristics, industrial needs and the level of financial
literacy of the community, and by attracting expert managers, improving trading systems,
increasing information transparency, _pro_\/ldlnfq tax incentives and implementing awareness
campaigns, the field of broader participation of public investors should be prepared.
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Introduction

The privatization process, as a macroeconomic tool, faces humerous
administrative and financial challenges. Many researchers believe that
traditional privatization methods are not efficient and need to be revised
and improved. Therefore, in recent years, attention has been paid to
approaches based on public participation and the use of stock exchanges
and their tools. However, the effective implementation of this mechanism
requires the design and implementation of multidimensional and
coordinated strategies that have not been systematically examined in the
existing literature. Therefore, this study examines the strategies for
successful financialization of the privatization process with the help of
exchange-traded funds, which are known as modern financial instruments.
The main objective is to identify, hierarchically analyze, and validate key
strategies for the effective implementation of this method of privatization.

Methodology

The present study was designed to identify and analyze key strategies
for successful privatization using exchange-traded funds. This study was
conducted using a mixed-method approach and in three consecutive
phases. In the qualitative phase, data were collected through semi-
structured interviews with 20 experts in the fields of capital markets, senior
managers of companies, financial managers, and managers and employees
of investment funds. Data analysis was conducted using the content
analysis method using MaxQDA software. Data reliability was confirmed
by calculating the Holstey agreement coefficient (75%). In the second
phase, interpretive structural modeling was used to extract the hierarchical
structure of causal relationships between the identified strategies. This
method allows the identification of basic (fundamental), intermediate, and
peak (final) levels of strategies. In the third phase, structural equation
modeling with partial least squares approach was used to validate the
conceptual model and test the significance of causal relationships.
Quantitative data were collected from 157 relevant experts through a
researcher-made questionnaire designed based on the findings of the
qualitative phase. The reliability of the instrument was confirmed with
Cronbach's alpha coefficient (0.83) and finally, the model fit indices
including the coefficient of determination, predictability index and overall
fit index were used to evaluate the efficiency and validity of the structural
model and the validity of the model was confirmed.

Results

Findings show that the privatization process based on exchange-traded
funds is a ten-level hierarchical system. In this structure, two strategies of
"systemic feasibility" including (measuring the size and sensitivity of the
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company and the stock exchange's capacity to offer exchange-traded
funds) and "using international experiences and localizing the model™ are
at the fundamental level and are considered as the necessary foundations
for any operational action. These strategies lead in a chain to mid-level
strategies, which include “building the capacity of capital market
infrastructure” and “designing and reviewing the optimal functioning of
tradable funds” including (quantitative, qualitative and functional
measurement of funds), “drawing a structured privatization process”
including (planning, complete transfer of ownership and management,
post-disposal monitoring), “preparing and strengthening corporate
governance” such as (establishing reporting units, training employees,
determining the level of stock float) and “attracting strategic shareholders”
including (measuring eligibility, creating incentives, determining
implementation conditions) and finally, all these strategies collectively
lead to the final strategy of “managing the supply and use of divestiture
proceeds” which determines the ultimate success of the process. The
results of structural equation modeling also confirmed the appropriate fit
of the model. The fit quality indices, including the coefficient of
determination, predictive power, and overall goodness of fit index, all
exceeded acceptable thresholds. All path coefficients were also statistically
significant.

Conclusion

By filling the gap in the literature on the financialization of the
privatization process, the findings of this study provide a systematic
framework for understanding the causal relationships and hierarchy of
strategies. On the other hand, from an applied perspective, the results
provide operational guidance for policymakers, privatization
organizations, and stock exchange organizations. This study clearly states
that successful privatization requires complete transfer of ownership and
management, but this does not mean eliminating the role of the
government; rather, the government must be active at the level of "macro
policymaking™ and "post-transfer supervision". Also, identifying the
"corruption prevention™ strategy in the form of cultural and institutional
policymaking confirms that corruption is not the essence of privatization,
but results from improper design of processes and lack of supervision. The
research’s policy recommendations emphasize that for this model to
succeed, ETFs must be designed taking into account local characteristics
and sectoral needs. Strengthening the technical and institutional
infrastructure of the capital market, fully transferring management and
ownership to the private sector, establishing transparent corporate
governance, preventing corruption through effective supervision, and
implementing extensive financial awareness campaigns to attract public
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participation are essential elements of this transformation. Finally, it is
suggested that futures studies examine the long-term effects of this method
on corporate efficiency, income inequality, and macroeconomic indicators.
Also, comparative studies among countries such as China, Brazil, and
Uzbekistan that have used ETFs in privatization can provide valuable
insights for localizing this model in different institutional and cultural
contexts.
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