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Abstract

Banking has witnessed major challenges at both domestic and
international level. Therefore, many measures have been taken to face
such challenges. Among these procedures was privatization of some
banks adopted by government in order to meet these challenges. Alsahari
and Alwahda banks were privatized by entering foreign partner.
Aljomhoria bank, however, was partly privatized while Altejari Alwatni

was kept largely state-owned bank.

Consequently, the objective of this study was analyzing and comparing
the financial performance measures of banks that have been privatized by
foreign partnership, partly privatized, and non- privatized. The aim was
to identify the effect of privatization on the financial performance of
banks. It also tries to determine the correlation between privatization and
the development of banking sector in terms of performance enhancement

and the increase of its profitability.

To achieve the intended goal, a comparative study was conducted on
banks pre- and post-privatization. A comparative, analytical methodology
that leads to analyzing the financial performance of banks was utilized in
order to demonstrate the extent of change of this performance before and
after privatization. The data obtained from financial statements was
criterion, as it is one of the modernist analyzed by using CAMELS
methods of evaluating banking performance. The analysis of collected

data has yielded the following outcomes:

1. Privatization had a negative impact on Alsahari bank financial
performance. The efficiency of capital, asset quality, and profitability
of the bank was greatly declined.

2. The performance of Alwahda bank was comparatively steady. The
decline was only in the capital efficiency, but it was offset by the
improvement of asset quality with constant liquidity.

3. There was slight progress in Altejari Alwatni’s performance
represented in small improvement in capital efficiency associated with
expansion of assets with constant liquidity.

4. Altejara wa Altanmia’s performance was improved, its asset quality,
profitability, and liquidity were largely improved in spite of the
invariability of capital efficiency.



In light of the above results, it could be concluded that privatization of
banking sector by involving foreign partner did not improve the financial
performance of bank. Privatization by involving local partner, however,
has slightly increased this performance. Thus, the following

recommendations may be suggested.

1. For the success of the privatization, the new foreign investor has to be
a distinguished banking institute of firm financial position,
professional management, and abiding by a plan to be implemented
after approval of central bank.

2. There must be regulations confirm that privatization of banking sector
will realize the intended objective, especially in terms of performance
improvement and service development.

3. Banking sector ought to develop the means of training and building
the employees skills to keep pace with the developments took place in
world banking system.

4. The financial markets should be enhanced so that securities can be
timely traded with fair prices and required transparency.

5. The share of government in the capital of privatized banks must be
diminished to restrain it from the intervention in lending policies,
leaving room for private sector contribution.

6. The effects of privatization on bank performance considered initial
outcomes due to recentness of the privatization process in Libya.
Therefore, the subject matter needs further research.



