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At my appearance before the Inquuy, I was asked the feﬁawmg'

~ Ms BIRD—On page 7 you ralk about private sector versus public sector
investment— you fmay or may not wish to comment on this. You make the pomt.

Government mvestment can be swayed by palmcal consx&erauous, meaning mvestment canbe
very mefﬁcxent '

Is the chamber maki ‘that comment on the basis of evidence and examples or
of a general view of the wurl&? :

Mr Potter— Yes o beth.
Ms BIRD— W@uld you like to sbare evxdencc and examples of that WIth us?
MrPottzrwlwﬂimkethatonme '

In response, I note that there are many studies that xhow that companies perfozm better
when privately owned and t:hat prxvansamn pro  benefits to the wider community.

Bamett (2000) “Evidence on the flscal andnmcmeccnomlc impact of prwansamn IMF
Working Paper 130 finds that: tatal P tion is correlated with an improvement in
MACroeconomic perfonnance as manifested in higher real GDP growth and lower
unemployment.” -

Earle & Estrin (1998) “anamzauon Gampetm 1 and’ Budget constraints: disciplining
enterprises in Russia” SITE Working ds: “robust evidence of a positive
impact of pnvaﬁzaﬁon on labor pi oductivity: bas:f; specxﬁcatxons, we estimate that

a ten percentage point increase in pnvate sham owners  raises real sales per employee

by three to five percent” .

Estache & Rossi (2004) “Have Consumers Benef:ted from Reforms in Electncmy

Distribution in Latin America” Wor ap r 3420 finds that: private

firms perform better (approximately 3 0%) than pu ns; there is no clear partem of
ifferences in elecmcmypnces according to the re gulator ,regnne and final pnces fell in

general [for privatised firms]".

Frydman, Gray, Hessel & Rag ‘
Perfom:rance lessans fmmmms

ki (1997) “Private Ownership and Corporate :

1 economies” Work Bank Policy Research Warkmg |
ce that nvate ' wnm ip, except for worker

rporate rmance... Most importantly, we find
gams relanve to state fms

' Paper 251 winch summanses a Iatge umber

range of economic indicators. -

Lundsgaard (2002) “Competition and effxcleﬂcym pubhcly funded services” QECD
E aomomic Studkes 35 argues that con e te or services produces savings in the
range 10-30 percent, driven both by competition and 1 private ownership of the service
provider. Costs are lower for anygwen uality af se:mce ‘

Ohlsson (1996)” Ownership and input p es:A
enterprises” Eanomic Letters 53-1 found that
than public cnterpnses forofa hamngeneo S

en pnvate" “fn'ms pay 10-15% less
pital item - Sﬂgarbagetmcks




Pollitt & Sxmth (2002) “The restructuring and pnvausauon of British Rail: was it really
that bad” Fiscal Studses 23-4 finds that:

The paper shows that ‘major efficiencies [in Bntnsh Rail] have been achieved and
consumers have benefited through lower prices, whilst the increased government
subsidy has been largely recouped thmugh rivatisation proceeds. We also find
that output quality is no lower (and is probabbr better) than under the
counterfactual scenario of public ownership (pre-Hatfield). The achievement of
further savings is keyto delivering improved rail services in the future. This paper
finds that a privatised structure, where shareholders demand a return on their -
investment, has led to significant improvements in operating efficiency. Ik
remains to be seen whether the new regime, with a not-for-profit infrastructure
owner, will deliver the same efficiency i improvements.

Szymanski (1996) “The Impact of Compulso:y competitive tendering on refuse
collection services” Fiscal Studies 17-3 found that compulsory tendering for refuse
collection generated an average 19.5% reduction in costs, with “little evidence to support
the hypothesis that kwver costs are a consequence of lower standards”
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