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What is Privatization?

Whatever the vision, state companies had often proved in practice to be highly inefficient,
inflexible, poorly performing employment agencies, politically pressured to maintain and expand

employment far beyond what was needed.

They were also unable to resist the wage pressure from public-sector unions, thus becoming

major generators of inflation.

Because of their inefficiency, their weakness in the face of union pressure, and their insulation
from competition in the marketplace they piled up huge losses, which they solved by turning to

the taxpayers or,

as Lawson put it, by recourse to the bottomless public purse.”

Every kind of decision ran the risk of becoming a political decision, driven not by the interests
of the firm but by the desires of politicians in power, whether it was wage settlements or new

investments in plant location, major projects, and equipment.

What was missing was exactly what the Labour promoters of national industries had most

disliked the discipline of the market.

“ What public ownership does,” Lawson declared in 1982, is to eliminate the threat of takeover
and ultimately of bankruptcy, and the need, which all private undertakings have from time to

time, to raise money from the market.”

Public ownership British-style also meant that output and products were not adapted to the
marketplace and that the needs and desires of the consumer, the buyer, did not count for all

that much.
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