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This paper is prepared for the Public Services International (PSI)–Oceania for submission to 

the Select Committee on the Privatisation of Public Services in South Australia, Legislative 

Council of South Australia. It draws from international experience of privatisation programs 

and assesses the international evidence from the broader perspective of public welfare in each 

of the areas listed in the terms of reference of the Select Committee:  

a) The cost to the public of privatised service 

b) The quality of privatised services and the outcomes for the public, particularly with 

respect to disadvantaged members of the public; 

c) The impact on employment rates, conditions and locations, especially rural and regional 

employment; 

d) The effect on income and wealth inequality; 

e) The effect on public participation, social cohesion, and public perception of the role of 

government; and 

f) Any other related matters. 

The evidence presented in this document is drawn predominantly from advanced 

countries of the Organisation for Economic Cooperation and Development (OECD), most 

relevant for Australia. It is drawn mostly from official or independent reports, such as by 

Auditors General or Parliamentary inquiry committees. Where such reports are not available, 

evidence has been drawn from a systematic literature review of academic research. 

The main conclusions detailed in the paper are that when properly compared (‘like 

with like’), private provisioning of public services is rarely, if ever, superior to public 

provisioning on all counts.  In many instances, public provisioning is at least as good as, if 

not better than private provisioning. Efficiency or cost savings, the main argument for 

privatisation, is not due to ownership. Such gains are predominantly due to democratic 

oversights to ensure competition, accountability and transparency as well as management 

reforms, including those rewarding higher labour productivity, and participation.  

Furthermore, there is strong evidence that privatisation has resulted in human rights 

violations, diminished effective public budgeting, driven down wages, reduced accessibility 

and quality of services and increased inequalities. 

In light of the overwhelming evidence of failure to deliver promised outcomes and to 

enhance the overall welfare of the community, the paper recommends a moratorium in 

privatisation programs as well as objective comparative social and environmental cost-benefit 

analyses of private versus public options in providing public services.  
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Where privatisation is deemed preferable, the government must take back the 

regulatory space and set the rules, including appropriate regulatory and democratic oversight 

mechanisms involving wider community stakeholders.  

Where past privatisation programs have failed, the government must take back control 

while instituting and enhancing democratic accountability and management discipline in such 

activities.  

In either case, there should be a participatory and transparent monitoring and 

evaluation framework for provision of public services. 

This submission complements the Australian focused People’s Inquiry into 

Privatization, which was published by Per Capita, PSI and a range of Australian trade unions 

in 2017 and is provided as Annex 1 to this submission.  The People’s Inquiry is of great 

relevance to this inquiry as it engaged communities across Australia about the impact of 

privatisation, as well as the types of public services they need.    

A representative of PSI will be available to provide any further comment to the Select 

Committee on the Privatisation of Public Services in South Australia. 

 

About Public Services International (PSI): 

PSI brings together more than 30 million workers, represented by over 700 unions in 154 

countries and territories. We are a global trade union federation dedicated to promoting 

quality public services in every part of the world. Our members, two-thirds of whom are 

women, work in social services, healthcare, municipal and community services, central 

government, and public utilities such as water and electricity. PSI represents public sector 

and private sector workers who work in public services. Within the Asia and Pacific region, 

PSI covers 122 unions in 22 countries and related territories with a membership of two 

million workers. Our role includes the coordination of advocacy related to issues that affect 

our members and the communities in which they live.  

In Australia PSI affiliates include: 

• Australian Municipal, Administrative, Clerical and Services Union (ASU)  

• Australian Nursing and Midwifery Federation (ANMF) -South Australia  

• Community and Public Sector Union (CPSU) - SPSF group  

• Community and Public Sector Union (CPSU) -PSU group  

• Communications Electrical Plumbing Union (CEPU)  

• New South Wales Nurses and Midwives' Association (NSWNMA)  

• United Services Union (USU) 
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Introduction 

Privatisation covers a wide range of different activities. For example, privatisation includes: 

(a) sales of public assets and state-owned enterprises (SOEs) to private owners, (b) 

terminations of government programs, (c) outsourcing, i.e., contracting out of services 

formerly provided by state organisations to private producers, (d) deregulation or 

liberalisation, i.e., allowing entry of private producers into markets that were formerly public 

monopolies and (e) public-private partnerships (PPPs). Privatisation also includes time 

limited contracts for management of operations. There is a new form of PPPs, called social 

impact bonds (SIBs) which have attracted much attention in the aftermath of the 2008-2009 

global financial crisis (GFC). 

However, all these different types imply one outcome – a transfer of ownership, 

management, staffing to private hands, and a transfer of the provision of goods and services 

from the government to private providers. 

  

Box 1: Social Impact Bond: A complex instrument with limited evidence of success1 

A SIB is financing mechanism in which governments enter into agreements with private 

social service providers, such as social enterprises or non-profit organisations. They are also 

known as Payment-for-Success bonds (USA) or Pay-for-Benefits bonds (Australia).  

A bond-issuing organisation raises funds from private-sector investors, charities or 

foundations to pay for the delivery of pre-defined social outcomes. 

 In theory, if the measurable outcomes agreed upfront are achieved, the government 

proceeds with payments to the bond-issuing organisation or the investors.  

In reality, the term “bond” is more of a misnomer. In financial terms, SIBs are not real 

bonds but rather future contracts on social outcomes.  

SIBs are complex instruments. They involve multiple stakeholders coming from 

different sectors. Time, technical expertise and commitment to collaborate are indispensable 

in order to establish a SIB. 

SIBs have been costly instruments so far. They have entailed significant transaction 

costs that stakeholders should consider before embarking on them.  

Rigorous methodological design for identifying measurable social outcomes and 

appropriate target groups is of utmost importance in order to avoid perverse effects, such as 

“creaming”, “parking” or “cherry picking”. 

Policy makers should evaluate carefully what is the value added for 

implementing a SIB for a policy intervention compared to a more traditional approach.  

Independent and robust evaluation could benefit all stakeholders as it may identify 

what works well in SIBs and what does not as well as unintended consequences- positive or 

negative. 

Clearly, solely relying on SIBs for social service provision is a high-risk enterprise. 

Ensuring continuity of social service delivery by the public sector is indispensable for 

vulnerable groups and citizens.  

 

 
1 OECD (2016), Understanding Social Impact Bonds, https://www.oecd.org/cfe/leed/UnderstandingSIBsLux-

WorkingPaper.pdf (accessed 11/07/2021) 

https://www.oecd.org/cfe/leed/UnderstandingSIBsLux-WorkingPaper.pdf
https://www.oecd.org/cfe/leed/UnderstandingSIBsLux-WorkingPaper.pdf
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According to the proponents of privatisation, such transfers from the public to the 

private sector will produce a slew of significant improvements: boosting the efficiency and 

quality of remaining government activities, reducing taxes, and shrinking the size of the State 

(government), reducing government debt and improving public finance. It is also argued that 

competition and the profit-seeking behaviour of new, private sector managers will 

undoubtedly lead to cost cutting and greater attention to customer satisfaction. 

Thus, this newfound faith in privatisation has become the dominant global economic 

phenomenon since the early 1980s. Throughout the world, governments are turning over to 

private managers control of everything: electrical and water utilities; prisons and correctional 

centres; hospitals and education; railroads and highways, aged-care and child-care. The 

privatisation reform agenda include tax cuts, slashing of expenditure and asset sales in a 

relentless effort to shrink the State.  

However, four decades of privatisation did not necessarily translate into improved 

efficiency and lower prices or better quality. More importantly, profit-making strategies or 

corporate practices have made essential services unaffordable or unavailable to large 

segments of the population. For example, profit-seeking operations were found to have 

chosen not to provide healthcare to the indigent or extend education to poor or learning-

disabled children. Critics also point to the association of privatisation and an unprecedented 

rise in income and wealth inequality during the past four decades,2 characterised by declining 

share of wages in GDP and obnoxious rises in the renumeration of executives. In most cases, 

the long-term social impact of privatised public programs for healthcare, corrections, and 

support of poor children is a failure to meet community needs.3  

For all the cuts and privatisations, government is now much bigger than it was.4 

Whereas in the past, it was easy to see where government began and ended, now it is almost 

impossible to see that line, as government subsidies keep growing yet costs to households 

continue to soar. 

It never occurred to privatisation advocates that wage cuts are not an efficiency gain; 

it increases inequality, causes debt and depresses aggregate demand. It never occurred to 

reformers that efficiency is not a matter of ownership and market concentration can be 

pervasive even when natural monopolies are privatised. It never occurred to cheerleaders that 

asset sales can only have one-off impacts on government finance; it killed the goose that laid 

golden eggs, when the new private owners evade tax. 

In Australia, contrary to the hopes of the advocates, the privatised electricity sector 

has delivered no benefits, while incurring huge costs. Consumers continue to face rising 

prices and uncertainty due to years of underinvestment since the sector was first privatised 

more than a quarter century ago.5 Similar outcomes of telecommunication privatisation 

 
2 See for example, Noemi Pena-Miguel and Beatriz Cuadrado-Ballesteros (2020), “Effect of privatisation on 

income inequality: a European analysis”, Empirica, https://doi.org/10.1007/s10663-020-09484-4 (accessed 

26/06/2021) 
3 Kim Diehl (2000), Private Gain, Public Pain: How Privatization Harms Communities, Durham (North 

Carolina): Institute for Southern Studies 
4 David Hayward (2021), “For all the cuts and privatisation, government is bigger than ever”, The Sydney 

Morning Herald, 5 January, https://www.smh.com.au/national/for-all-the-cuts-and-privatisation-government-is-

bigger-than-ever-20210104-p56roo.html (accessed 26/06/2021) 
5 Alia Armistead, David Richardson, and Jim Stanford (2021), “Missing a Stitch in Time: The Consequences of  

https://doi.org/10.1007/s10663-020-09484-4
https://www.smh.com.au/national/for-all-the-cuts-and-privatisation-government-is-bigger-than-ever-20210104-p56roo.html
https://www.smh.com.au/national/for-all-the-cuts-and-privatisation-government-is-bigger-than-ever-20210104-p56roo.html
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forced the Commonwealth Government to re-enter the market with the National Broadband 

Network (NBN).6 Likewise, state governments were forced to buyback hospitals after 

everything that could go wrong with PPPs materialised.7 One finds sorry stories of anti-

competitive behaviour, price-fixing collusion, and exploitation of labour in privatised ports 

and airports.8 

Unsurprisingly, starkly different results of four decades of privatisation from what 

proponents claimed, turned a leading privatisation advocate, Rod Sims, the longest serving 

Chair of the Australian Competition and Consumer Commission, into a sceptic.9 John 

Hewson, the former leader of the Liberal Party of Australia and an ardent advocate of the 

business sector, has this reckoning to confess, “privately owned and operated businesses that 

provide essential services, while driven by profit and improving shareholder value, are seen 

to have failed generally in delivering socially acceptable outcomes… Ironically, many of the 

now privately owned businesses that provide essential services resulted from past 

privatisation of public assets”.10  Thus, as privatisation did not translate into improved 

efficiency and lower prices or better quality, respected economics columnist Ross Gittins of 

the Sydney Morning Herald wrote, “Privatisation: The experts told us not to worry – but they 

were wrong”.11   

Despite cuts in public expenditure, government debts continue to grow, necessitating 

more sales of public assets. New private owners of formerly publicly owned assets continue 

to get tax breaks and subsidies while evading tax.12 Governments at all levels now spend far 

more on rent assistance, negative gearing and other tax breaks for private landlords than they 

 
Underinvestment in Proper Upkeep of Australia’s Electricity Transmission and Distribution System”, The 

Australia Institute Discussion Paper, May, https://australiainstitute.org.au/wp-content/uploads/2021/05/Missing-

a-Stitch-in-Time-WEB-1.pdf (accessed 26/07/2021); David Richardson (2019), “The Costs of Market 

Experiments: Electricity Consumers Pay the Price for Competition, Privatisation,  

Corporatisation and Marketization”, The Australia Institute Discussion Paper, January, 

https://australiainstitute.org.au/wp-content/uploads/2020/12/P470-Electricty-Consumers-Pay-the-Price-

WEB.pdf (accessed 26/07/2021) 
6 John Quiggin (2017), “The case for renationalising Australia’s electricity grid”, The Conversation, 6 March, 

https://theconversation.com/the-case-for-renationalising-australias-electricity-grid-73951 (accessed 26/07/2021) 
7 Anis Chowdhury and Jomo Kwame Sundaram (2019), “Hospital PPPs Undermine Healthcare”, 22 January, 

http://www.ipsnews.net/2019/01/hospital-ppps-undermine-healthcare/ (accessed 26/07/2021) 
8 Michael Corrigan and Sunita Kenny (2017), “Unregulated ports and airports continue to attract ACCC 

concerns”, https://www.claytonutz.com/knowledge/2017/march/unregulated-ports-and-airports-continue-to-

attract-accc-concerns (accessed 26/07/2021) 
9 On 26 July, 2016, Rod Sims said at the Melbourne Economic Forum “I’ve been a very strong advocate of 

privatisation for probably 30 years. …[but] I’m now almost at the point of opposing privatisation …I think it’s 

severely damaging our economy.” https://www.theguardian.com/australia-news/2016/jul/27/acccs-rod-sims-

says-privatisations-severely-damaging-economy (accessed 26/06/2021) 
10 John Hewson (2019), “Profit is the root of social evil. Discuss”, The Sydney Morning Herald, 6 November, 

https://www.smh.com.au/national/profit-is-the-root-of-social-evil-discuss-20191106-p537ve.html (accessed 

04/08/2021) 
11 Ross Gittins (2019), “Privatisation: The experts told us not to worry – but they were wrong”, United Services 

Union, Energy & Utilities in the News, 13 August, https://usu.org.au/privatisation-the-experts-told-us-not-to-

worry-but-they-were-wrong/ (accessed 26/07/2021) 
12 Michael West (2013), “Airport’s pot of gold”, The Sydney Morning Herald, 23 August, 

https://www.smh.com.au/business/airports-pot-of-gold-20130822-2segw.html (accessed 26/06/2021) 

https://australiainstitute.org.au/wp-content/uploads/2021/05/Missing-a-Stitch-in-Time-WEB-1.pdf
https://australiainstitute.org.au/wp-content/uploads/2021/05/Missing-a-Stitch-in-Time-WEB-1.pdf
https://australiainstitute.org.au/wp-content/uploads/2020/12/P470-Electricty-Consumers-Pay-the-Price-WEB.pdf
https://australiainstitute.org.au/wp-content/uploads/2020/12/P470-Electricty-Consumers-Pay-the-Price-WEB.pdf
https://theconversation.com/the-case-for-renationalising-australias-electricity-grid-73951
http://www.ipsnews.net/2019/01/hospital-ppps-undermine-healthcare/
https://www.claytonutz.com/knowledge/2017/march/unregulated-ports-and-airports-continue-to-attract-accc-concerns
https://www.claytonutz.com/knowledge/2017/march/unregulated-ports-and-airports-continue-to-attract-accc-concerns
https://www.theguardian.com/australia-news/2016/jul/27/acccs-rod-sims-says-privatisations-severely-damaging-economy
https://www.theguardian.com/australia-news/2016/jul/27/acccs-rod-sims-says-privatisations-severely-damaging-economy
https://www.smh.com.au/national/profit-is-the-root-of-social-evil-discuss-20191106-p537ve.html
https://usu.org.au/privatisation-the-experts-told-us-not-to-worry-but-they-were-wrong/
https://usu.org.au/privatisation-the-experts-told-us-not-to-worry-but-they-were-wrong/
https://www.smh.com.au/business/airports-pot-of-gold-20130822-2segw.html
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ever did on public housing.13 Yet most tenants endure unaffordable and insecure housing, and 

homelessness is still rife as house prices soar beyond limits. Thus, private balance sheets are 

beefed up at the expense of the public purse and the welfare of general public. 

 Six special rapporteurs of the United Nations have testified that COVID-19 has 

exposed the true face and catastrophic impacts of privatising vital services. They said, “For 

many years, vital public goods and services have been steadily outsourced to private 

companies. This has often resulted in inefficiency, corruption, dwindling quality, increasing 

costs and subsequent household debt, further marginalising poorer people and undermining 

the social value of basic needs like housing and water”.14  

They further observed that states “are not absolved of their human rights obligations 

by delegating core goods and services to private companies and the market that they know 

will effectively undermine the rights and livelihoods of many people”. Contracting out public 

goods and services transforms rights holders “into the clients of private companies dedicated 

to profit maximisation and accountable not to the public but to shareholders”.  

 

Cost to the public of privatised services 

An analysis of 27 econometric studies examining privatisation of water distribution and solid 

waste collection services for large samples of municipalities with different attributes – mostly 

from the UK and the USA –find no systematic support for lower costs with private 

production.15 Those from the USA, especially those on water services, show no cost savings 

despite a more competitive policy environment in comparison to other countries. 

 A collection of 15 Canadian case studies found that municipalities bringing services 

back in house do so largely because they can deliver the services for less.16 A study by the 

US Project on Government Oversight found that it costs more to pay outside contractors than 

employees to do work.17 

According to a 2007 survey by the International City/County Management 

Association, the main reason local governments consider private service delivery is to 

decrease costs. However, 52% of local governments that brought services back in-house 

reported that the primary reason was insufficient cost savings.18 According to a 2017 

 
13 David Hayward (op cit) 
14 Leilani Farha, Juan Pablo Bohoslavsky, Koumbou Boly Barry, Léo Heller, Olivier De Schutter, Magdalena 

Sepúlveda Carmona (2020), “Covid-19 has exposed the catastrophic impact of privatising vital services”, The 

Guardian, 19 October, https://www.theguardian.com/society/2020/oct/19/covid-19-exposed-catastrophic-

impact-privatising-vital-services (accessed 27/06/2021) 
15 Germà Bel, Xavier Fageda and Mildred Warner (2010), “Is Private Production of Public Services Cheaper 

Than Public Production? A Meta-Regression Analysis of Solid Waste and Water Services”, Journal of Policy 

Analysis and Management, vol. 29, no. 3, pp. 553–577 
16 Keith Reynolds, Gaëtan Royer and Charley Beresford (2016) Back in House Why local governments are 

bringing services home. Columbia Institute Centre for Civic Governance. https://columbiainstitute.eco/wp-

content/uploads/2018/09/Columbia_Back_in_House_2016_English_web.pdf (accessed 27/06/2021)  
17 Project on Government Oversight (2011). Bad Business: Billions of Taxpayer Dollars Wasted on Hiring 

Contractors, https://docs.pogo.org/report/2011/bad-business-report-only-

2011.pdf?_ga=2.4290485.787681610.1566065581-2024821549.1566065581 (accessed 27/06/2021) 
18 Cited in “The High Costs of Privatization” Background Brief, 30 March, 2011, In the Public Interest, 

https://www.inthepublicinterest.org/wp-content/uploads/High-Costs-of-Privatization.pdf (accessed 27/06/2021) 

https://www.theguardian.com/society/2020/oct/19/covid-19-exposed-catastrophic-impact-privatising-vital-services
https://www.theguardian.com/society/2020/oct/19/covid-19-exposed-catastrophic-impact-privatising-vital-services
https://columbiainstitute.eco/wp-content/uploads/2018/09/Columbia_Back_in_House_2016_English_web.pdf
https://columbiainstitute.eco/wp-content/uploads/2018/09/Columbia_Back_in_House_2016_English_web.pdf
https://docs.pogo.org/report/2011/bad-business-report-only-2011.pdf?_ga=2.4290485.787681610.1566065581-2024821549.1566065581
https://docs.pogo.org/report/2011/bad-business-report-only-2011.pdf?_ga=2.4290485.787681610.1566065581-2024821549.1566065581
https://www.inthepublicinterest.org/wp-content/uploads/High-Costs-of-Privatization.pdf
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independent research report, at least 835 municipal, state or national governments have 

brought privatised services back to public hands since 2000.19 

A report by the Association for Public Service Excellence (APSE) finds that 77% of 

UK councils were planning to bring services back in-house in 2019.20 It also notes that 78% 

of local authorities believe insourcing gives them more flexibility, two-thirds say it also saves 

money, and more than half say it has improved the quality of the service while simplifying 

how it is managed. The report calculates that between 2016 and 2018, at least 220 local 

government contracts have been brought back into council control. 

 A UK report on hospital private finance initiatives (PFIs, i.e., public-private 

partnerships or PPPs or P3s) in the United Kingdom found that 30% of the cost of a 

construction project was attributed to “risk”.21 Generally, the public cannot find out what the 

real cost comparisons are because they are kept secret when a corporation is involved. In the 

end, the real risk stays with the public. Private corporations, even multinationals like 

Carillion, can cease operation, and the government is still responsible for providing public 

services and infrastructure.22 In 2018, the European Court of Auditors (ECA) found that the 

“risk allocation between public and private partners was often inappropriate, incoherent, and 

ineffective”.23 

London’s public subway operator, the London Underground, bought back a P3 

contract halfway through its 30-year lifespan. The buyback cost the public corporation 

US$255.3 million, which was paid to Powerlink’s shareholders. According to calculations 

made by the management of London Underground UK, buying back the contract will allow 

the corporation to save US$359.1 million over the next 15 years”.24 

Corporations have profits as their main objective. For private companies, investment 

in public services and infrastructure that people rely on are just another way to make money. 

In the UK and Europe, corporations are now making even more money on P3s like hospitals 

 
19 Satoko Kishimoto and Olivier Petitjean (eds) (2017), Reclaiming Public Services: How cities and citizens are 

turning back privatisation, Amsterdam and Paris; https://www.tni.org/files/publication-

downloads/reclaiming_public_services.pdf (accessed 11/07/2021) 
20 APSE (2019), Rebuilding Capacity: The case for insourcing public contracts, 

https://www.apse.org.uk/apse/assets/File/Insourcing%20(web).pdf (accessed 27/06/2021) 
21 Pam Edwards, Jean Shaoul, Anne Stafford and Lorna Arblaster (2004), Evaluating the Operation of PFI in 

Roads and Hospitals, quoted in Reynolds (2007), “How to Make the Public Sector Advantage Disappear”  
22 George Monbiot (2018), “The PFI bosses fleeced us all. Now watch them walk away”, The Guardian, 17 

January, https://www.theguardian.com/commentisfree/2018/jan/16/pfi-bosses-carillion-money-george-monbiot 

(accessed 27/06/2021) and Paul Waldie (2018), “Carillion’s Canadian branch files for bankruptcy protection”, 

The Globe and Mail, 25 January, https://www.theglobeandmail.com/report-on-business/carillions-canadian-

branch-files-for-creditor-protection/article37731988/ (accessed 27/06/2021)  
23 ECA (2018), Public Private Partnerships in the EU: Widespread shortcomings and limited benefits, 

https://www.eca.europa.eu/Lists/ECADocuments/SR18_09/SR_PPP_EN.pdf (accessed 28/06/2021) 
24 Mihn Nguyen and Guillaume Hebert (2014). Should we buy back the PPP for the CHUM and the MUHC? 

Socioeconomic Research and Information Institute (IRIS). (Montreal October 2014) p.4. 

https://www.academia.edu/37128155/Should_the_Quebec_government_buy_back_the_CHUM_and_MUHC_P

3s (accessed 27/06/2021) 

https://www.tni.org/files/publication-downloads/reclaiming_public_services.pdf
https://www.tni.org/files/publication-downloads/reclaiming_public_services.pdf
https://www.apse.org.uk/apse/assets/File/Insourcing%20(web).pdf
https://www.theguardian.com/commentisfree/2018/jan/16/pfi-bosses-carillion-money-george-monbiot
https://www.theglobeandmail.com/report-on-business/carillions-canadian-branch-files-for-creditor-protection/article37731988/
https://www.theglobeandmail.com/report-on-business/carillions-canadian-branch-files-for-creditor-protection/article37731988/
https://www.eca.europa.eu/Lists/ECADocuments/SR18_09/SR_PPP_EN.pdf
https://www.academia.edu/37128155/Should_the_Quebec_government_buy_back_the_CHUM_and_MUHC_P3s
https://www.academia.edu/37128155/Should_the_Quebec_government_buy_back_the_CHUM_and_MUHC_P3s
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by selling their equity interests in them in international markets, with average profits of 

50%.25 

 

Box 2: Canadian experience: Misnomer of cost savings 

Infrastructure projects 

The Auditor General of British Columbia warns that P3 projects may not necessarily generate 

net efficiency gains.26 The reasons cited for such warnings are higher (i) risk premium, (ii) 

financing cost, and (iii) transaction costs than if the projects are implemented under the 

public sector. It also found that alleged costs of assumed risks are commonly artificially 

inflated in comparisons of public sector and private bids, favouring the latter.27 

 In 2014 the Auditor General of Ontario found that the cost of 74 P3 projects was 

nearly CN$8 billion higher than if the public sector had directly delivered those infrastructure 

projects on time and on budget, largely because of the greater cost of borrowing.28 The 

Ontario Auditor General also pointed out in the 2018 report that it costs about 30% more to 

pay consultants to do IT work that could be done by hiring fulltime staff.29 It cited similar UK 

National Audit Office findings that consultants make twice as much money as full-time 

government staff doing similar work. 

The Quebec Commission of Inquiry on the Awarding and Management of Public 

Contracts in the Construction Industry (the Charbonneau Commission) found that the lack of 

transparency around the largest PPPs and huge infrastructure projects created the opportunity 

for the corruption and collusion.30 The commission also noted that the outsourcing of these 

public projects leads to a loss of expertise in government that makes it more difficult for the 

public sector to detect corruption and collusion. 

Stadiums built through PPPs charge entry fees even for minor league hockey games. 

Under such systems, the public pays many times for a service, once through their taxes and 

again every time they use it. 

Governments often end up buying back the service or infrastructure after paying the 

private company for 20 or 30 years. For example, Nova Scotia signed a deal with four 

developers in 1998 to build and maintain 39 schools. In 2019–20 they are buying back all but 

two of these (and those two will be closed) because it is less expensive to buy them back and 

 
25 Dexter Whitfield (2011), “The £10.0bn Sale of Shares in PPP Companies: New source of profits for builders 

and banks”, European Services Strategy Unit Research Report No. 4, https://www.european-services-

strategy.org.uk/wp-content/uploads/2011/01/10bn-sale-of-ppp-shares.pdf accessed 27/06/2021) 
26 British Columbia. Auditor General. “Understanding Public Private Partnerships”. 

https://www.bcauditor.com/sites/default/files/publications/2011/report2/files/oagbc-understanding-p3-public-

private-partnerships.pdf (accessed 27/06/2021) 
27 Keith Reynolds (2007), “How to Make the Public Sector Advantage Disappear”, 

http://d3n8a8pro7vhmx.cloudfront.net/cupebcvotes2014/legacy_url/945/pres_20MFA_202007.pdf?1460990470 

accessed 27/06/2021) 
28 Ontario. Auditor General. Annual Report 2014. p.7 

http://www.auditor.on.ca/en/content/annualreports/arreports/en14/2014AR_en_web.pdf (accessed 27/06/2021) 
29 Ontario. Auditor General. Annual Report 2018. p. 619 

https://www.auditor.on.ca/en/content/annualreports/arreports/en18/2018AR_v1_en_web.pdf (accessed 

27/06/2021) 
30 Matthieu Vick (2016), “Lessons from the Charbonneau Commission”, https://cupe.ca/lessons-charbonneau-

commission (accessed 27/06/2021) 

https://www.european-services-strategy.org.uk/wp-content/uploads/2011/01/10bn-sale-of-ppp-shares.pdf
https://www.european-services-strategy.org.uk/wp-content/uploads/2011/01/10bn-sale-of-ppp-shares.pdf
https://www.bcauditor.com/sites/default/files/publications/2011/report2/files/oagbc-understanding-p3-public-private-partnerships.pdf
https://www.bcauditor.com/sites/default/files/publications/2011/report2/files/oagbc-understanding-p3-public-private-partnerships.pdf
http://d3n8a8pro7vhmx.cloudfront.net/cupebcvotes2014/legacy_url/945/pres_20MFA_202007.pdf?1460990470
http://www.auditor.on.ca/en/content/annualreports/arreports/en14/2014AR_en_web.pdf
https://cupe.ca/lessons-charbonneau-commission
https://cupe.ca/lessons-charbonneau-commission
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maintain them publicly than to continue the contracts with these private partners.31 It would 

have been less expensive for people in Nova Scotia to retain them as public infrastructure all 

along. Quebec think tank IRIS demonstrated that the province could save as much as US$4 

billion by buying back the contracts for the CHUM and MUHC Montreal P3 hospital.32  

Auditors General across Canada as in other developed economies around the world 

have reached the same conclusion. It costs more to build public infrastructure or deliver 

public services through private corporations. 

 

Healthcare  

In Ontario, it was found that private medical clinics extra-bill patients for services which are 

already covered by public health insurance.33 A summary of six main findings are as 

follows:34 

• Reduced operating costs by private companies are likely due to lower staff wages and 

benefits, a reduced number of healthcare workers to provide patient care services, a 

reduction in the qualifications of healthcare workers, cutting corners in other ways, and 

thus a lower quality of care. 

• The efficiency of private providers has also been linked to private businesses only 

offering certain types of healthcare services to select clients, and then only during 

restricted hours of operation. This has been called creaming, cream-skimming, or cherry-

picking. One problem with this is that many private companies will compete for the same 

clients or right to provide the same kinds of services, and so oversupply of some 

healthcare technologies or other services in certain areas occurs. Another problem is that 

over-treatment can occur. 

• Creaming is usually accompanied by dumping. Private companies do not want to provide 

care for unprofitable patients. Often this means the general hospital must meet the needs 

of the “general” public through 24 hour, 7 day a week service provision. 

• Legislative and other controls to prevent dumping and other issues arising out of 

privatisation are needed, but few are effective. 

• There are additional costs to contracting out health services from public to private 

providers, and to operating a private healthcare business versus a public service. 

 

Cost savings are elusive. 

 
31 Anjuli Patel (2017). “Province to buy 10 public-private partnership schools for $49.3M”. CBC News Nova 

Scotia, 19 July, https://www.cbc.ca/news/canada/nova-scotia/province-to-buy-10-public-private-partnership-

schools-1.4212514  
32 Mihn Nguyen and Guillaume Hebert (2014). Should we buy back the PPP for the CHUM and the MUHC? 

Socioeconomic Research and Information Institute (IRIS). p.4. 

https://www.academia.edu/37128155/Should_the_Quebec_government_buy_back_the_CHUM_and_MUHC_P

3s (accessed 27/06/2021) 
33 Ontario Health Coalition (2017), Private Clinics and the Threat to Public Medicare in Canada: Results of 

Surveys with Private Clinics and Patients, http://www.ontariohealthcoalition.ca/wp-content/uploads/final-

report-1.pdf (accessed 27/06/2021) 
34 Donna Wilson (ND), “Privatization of The Canadian Health Care System Not Yet and Hopefully Never”, 

https://documents.uow.edu.au/~bmartin/dissent/documents/health/privat_canada.html (accessed 27/06/2021) 

https://www.cbc.ca/news/canada/nova-scotia/province-to-buy-10-public-private-partnership-schools-1.4212514
https://www.cbc.ca/news/canada/nova-scotia/province-to-buy-10-public-private-partnership-schools-1.4212514
https://www.academia.edu/37128155/Should_the_Quebec_government_buy_back_the_CHUM_and_MUHC_P3s
https://www.academia.edu/37128155/Should_the_Quebec_government_buy_back_the_CHUM_and_MUHC_P3s
http://www.ontariohealthcoalition.ca/wp-content/uploads/final-report-1.pdf
http://www.ontariohealthcoalition.ca/wp-content/uploads/final-report-1.pdf
https://documents.uow.edu.au/~bmartin/dissent/documents/health/privat_canada.html
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There are many instances of governments taking back functions that were privatised due to 

the lack of cost savings. The following reasons are often cited for why privatisation costs 

more.  

• Hidden and indirect costs: Governments often fail to account for hidden costs, like 

contract monitoring and administration and the contractor’s use of public equipment and 

facilities. The hidden costs can add up to 25% to the price of the contract.35 

• Inaccurate cost-benefit analyses: Cost overruns are fairly common in privatisation 

contracts due to misleading cost-benefit analyses and projections, loopholes, and high 

indirect costs.  

• Cost overruns and change orders: Many contracts do not place caps on costs and/or allow 

the contractor to charge higher rates for additional services that crop up in the course of 

the contract. These provisions allow the contractor to bill the government for more than 

the base amount.  

 

One of the key problems with PPPs is that the contracts tend to be very complex and 

inflexible and usually last between 15-35 years, however occasionally for over 70 years. As a 

result, it can become very expensive to make changes. In some cases, for any unforeseen 

change, for example for technology upgrades or new purchases, the public entity is bound by 

the contract. This means they are obliged to purchase from the original contractor, who can 

therefore take advantage and charge very high prices. 

 

Poor value for money 

The European Court of Auditors (ECA) found that PPPs were “not always effectively 

managed and did not provide adequate value for money,” with potential benefits “often not 

achieved, as they suffered delays, cost increases and were under-used”, resulting in €1.5 

billion ineffective spending, €0.4 billion of which were EU funds.36  

 The French Audit Court, the UK National Audit Office, the German Audit Court, the 

Albanian Audit Court, civil society networks (e.g., CEE Bankwatch, Counter Balance and 

Eurodad) and numerous academics have also reached a similar conclusion that PPPs are 

proving to be poor value for money.37 

 
35 AFSCME, Government for Sale, Eight Edition 
36 ECA (2018), Public Private Partnerships in the EU: Widespread shortcomings and limited benefits, 

https://www.eca.europa.eu/Lists/ECADocuments/SR18_09/SR_PPP_EN.pdf (accessed 28/06/2021)  
37 https://www.ccomptes.fr/fr/publications/le-rapport-public-annuel-2019; https://www.nao.org.uk/wp-

content/uploads/2018/01/PFI-and-PF2.pdf; http://www.landesrechnungshof-

sh.de/file/erfahrungsbericht_oepp.pdf; https://exit.al/en/2019/10/22/supreme-state-audit-institution-government-

cooked-the-books-concessions-out-of-control/; https://bankwatch.org/public-private-partnerships; 

https://counter-balance.org/publications/not-worth-celebrating-yet; https://counter-balance.org/news/the-

juncker-plan-and-the-promotion-of-public-private-partnerships; https://systems.enpress-

publisher.com/index.php/jipd/article/view/1157; https://www.cambridge.org/core/journals/journal-of-

international-and-comparative-social-policy/article/abs/public-private-partnerships-in-education-and-health-in-

the-global-south-a-literature-review/8836BF84ADDA4481E3B60C6CC2E496A5 (all accessed 28/06/2021) 

https://www.eca.europa.eu/Lists/ECADocuments/SR18_09/SR_PPP_EN.pdf
https://www.ccomptes.fr/fr/publications/le-rapport-public-annuel-2019
https://www.nao.org.uk/wp-content/uploads/2018/01/PFI-and-PF2.pdf
https://www.nao.org.uk/wp-content/uploads/2018/01/PFI-and-PF2.pdf
http://www.landesrechnungshof-sh.de/file/erfahrungsbericht_oepp.pdf
http://www.landesrechnungshof-sh.de/file/erfahrungsbericht_oepp.pdf
https://exit.al/en/2019/10/22/supreme-state-audit-institution-government-cooked-the-books-concessions-out-of-control/
https://exit.al/en/2019/10/22/supreme-state-audit-institution-government-cooked-the-books-concessions-out-of-control/
https://bankwatch.org/public-private-partnerships
https://counter-balance.org/publications/not-worth-celebrating-yet
https://counter-balance.org/news/the-juncker-plan-and-the-promotion-of-public-private-partnerships
https://counter-balance.org/news/the-juncker-plan-and-the-promotion-of-public-private-partnerships
https://systems.enpress-publisher.com/index.php/jipd/article/view/1157
https://systems.enpress-publisher.com/index.php/jipd/article/view/1157
https://www.cambridge.org/core/journals/journal-of-international-and-comparative-social-policy/article/abs/public-private-partnerships-in-education-and-health-in-the-global-south-a-literature-review/8836BF84ADDA4481E3B60C6CC2E496A5
https://www.cambridge.org/core/journals/journal-of-international-and-comparative-social-policy/article/abs/public-private-partnerships-in-education-and-health-in-the-global-south-a-literature-review/8836BF84ADDA4481E3B60C6CC2E496A5
https://www.cambridge.org/core/journals/journal-of-international-and-comparative-social-policy/article/abs/public-private-partnerships-in-education-and-health-in-the-global-south-a-literature-review/8836BF84ADDA4481E3B60C6CC2E496A5
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PPPs also carry potential risks and costs of contingent fiscal liabilities as documented 

by the International Monetary Fund (IMF).38 As the World Bank illustrates, infrastructure 

projects are associated with various types of risks, including construction risks (e.g., design 

problems, cost and time over-runs); financial risks (e.g., interest rate and exchange rate 

variations); availability risks (e.g., equipment performance, quality of service); demand risks 

(variations in need for or use of the service) and residual risks (future value of the project 

when transferred to the government).39 The principle underlying a PPP is that risks best 

managed by the private partner should be allocated to the private partner. However, assessing 

risk transfer is difficult given the multitude of risks to which PPPs are exposed and the 

complexity of PPP contracts. If the risk assumed by the private sector partner is over-priced, 

it would increase the cost of the service to the consumer, making the PPPs less viable.  

The IMF has warned that governments may sometimes exaggerate the true value of a 

risk transfer, overpricing the risk that raises the cost of PPPs relative to direct public 

investment.40 Quite often, the risk assumed by the private partner is under-priced and 

governments are required to extend a guarantee to cover the price differential. By doing so, 

governments can be left bearing an unduly large share of the risk involved in a PPP, and 

facing potentially large fiscal costs over the medium term. Analyses by both the IMF and 

World Bank have expressed concerns regarding perverse incentives for governments to treat 

PPP contingent liabilities as “off balance sheet” which, in turn, undermines sound fiscal 

management.  

 

Box 3:UK experience: Escalating costs of public-private partnerships41 

A team of investigative journalists linked to UK media iNews have undertaken an in-depth 

investigation into the scandal of PPPs in the UK. The resulting series of articles detail 

alarming numbers on how much of taxpayers’ money is being sunk into PPPs. The 

investigation comes nearly two years after the collapse of Carillion.  

The in-depth enquiry by JPI Media Investigations revealed that “PFI has sucked an 

extra £5bn out of public sector budget.” For example, one hospital was charged more than 

£5,300 for a new sink, while another spent £24,000 to adapt a disabled toilet. Meanwhile, the 

£1bn deal made in 2004 to upgrade the Queen Alexandra Hospital in Cosham, Hampshire, 

will end up costing more than £1.7bn.  

This is money, as many observers have pointed out, could instead have gone to caring 

for the people of Portsmouth. The Portsmouth Hospitals NHS Trust that runs the hospital, 

made headlines in 2011, when the hospital was forced to take out a £13m loan to pay its bills 

 
38 Elva Bova, Marta Ruiz-Arranz, Frederik Toscani, and H. Elif Ture (2016) “The Fiscal Costs of Contingent 

Liabilities: A New Dataset”,  IMF Working Paper WP/16/14 (Fiscal Affairs Department); 

https://www.imf.org/external/pubs/ft/wp/2016/wp1614.pdf (accessed 11/07/2021) 
39 World Bank (2016), Public-Private Partnerships Fiscal Risk Assessment Model: User Guide, 

https://thedocs.worldbank.org/en/doc/422531461874706371-

0100022016/original/PFRAM20160401GuidanceNoteforPFRAMMarch282016.pdf (accessed 11/07/2021) 
40 Tim Irwin, Samah Mazraani, and Sandeep Saxen (2018), “How to Control The Fiscal Costs of Public-Private 

Partnerships”, IMF Fiscal Affairs Department, https://www.imf.org/-

/media/Files/Publications/HowToNotes/howtonote1804.ashx (accessed 11/07/2021) 
41 Cecilia Gondard (2019) “The escalating costs of public-private partnerships in the UK (I)”, 13 November, 

https://www.eurodad.org/the-escalating-costs-of-public-private-partnerships-in-the-uk-i (accessed 28/06/2021)  

https://www.imf.org/external/pubs/ft/wp/2016/wp1614.pdf
https://thedocs.worldbank.org/en/doc/422531461874706371-0100022016/original/PFRAM20160401GuidanceNoteforPFRAMMarch282016.pdf
https://thedocs.worldbank.org/en/doc/422531461874706371-0100022016/original/PFRAM20160401GuidanceNoteforPFRAMMarch282016.pdf
https://www.imf.org/-/media/Files/Publications/HowToNotes/howtonote1804.ashx
https://www.imf.org/-/media/Files/Publications/HowToNotes/howtonote1804.ashx
https://www.eurodad.org/the-escalating-costs-of-public-private-partnerships-in-the-uk-i
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while also cutting 700 jobs and 100 beds, all to meet the PFI’s £40m annual revenue cost - a 

private finance initiative (PFI) that was previously run by Carillion.  

These figures add to the recent IPPR findings on the NHS. According to the report, 

NHS trusts will spend £2.1bn on PFI repayments this year, rising to more than £2.5bn in 

2030. This money is badly needed for vital patient care. As of October 2019, £3bn worth of 

critical maintenance issues remain unresolved, according to IPPR.  

Escalating PFI costs aren’t limited to hospitals. Investigations revealed that a school 

was charged more than £25,000 for three parasols, another UK school paid £1,017 for an 

LCD screen, while a school in Swindon spent £6,100 to fix a sign in their sports hall and a 

police force was charged £884 for a chair.  

Meanwhile, in some cases, the public authorities ended up paying for services that 

aren’t even provided. For example, an NHS maternity unit built and run by a private 

company closed after just 16 years, yet it is still costing the taxpayer millions of pounds. 

Similarly, a police force in the South East of England is trying to think up new uses for a 

mothballed custody suite that it is still paying for. And the cost of a hospital wing in Sheffield 

has shot up by £6m despite it having to close for nearly a year due to fire safety concerns.  

The UK is no stranger to PPP scandals. These add to the list of controversial PPP 

projects reported in recent years. In January 2018, the UK National Audit Office revealed that 

the annual charges of the 700 operational PPP deals amounted to £10.3 billion in 2016-17. 

That same month, Carillion collapsed. Given these mounting controversies, the UK 

government announced in December 2018 that they would abandon PPPs. 

 

Quality of privatised services and the outcomes for the public, particularly with respect 

to disadvantaged members of the public  

There is a wide-spread concern that service quality suffers where it is based primarily on 

price and profit motive. The needs of the least articulate and least advantaged groups in the 

community are not usually met by the process and the financial gains enjoyed by new private 

providers as a result of privatisation, and thus the weak with no choice are marginalised. 42  

Research findings suggest that privatising human services such as healthcare can 

result in less access for groups perceived as harder to serve because of language barriers and 

cultural differences.43 Unfortunately, they also happen to be the groups that need such 

services the most. The result is high and rising social inequities. 

 A study of a for-profit, welfare-to-work training program in the United States reveals 

that the reliance on performance contracts leads business providers to focus on short-term 

financial targets – such as the number of people processed per dollar spent – oftentimes at the 

expense of long-term outcomes for the people served.44 The profit-maximisation motive of 

 
42 Graeme Hodge (1996) Contracting out Government Services: A review of the international evidence, 

Montech, Melbourne 
43 Sebastian Jilke and Wouter Van Dooren (2018), “Privatizing essential human services like the VA can 

come at a high social cost”, The Conversation, 18 May, https://theconversation.com/privatizing-essential-

human-services-like-the-va-can-come-at-a-high-social-cost-96092 (accessed 28/06/2021) 
44 Janice Johnson Dias, Steven Maynard-Moody (2007), “For-Profit Welfare: Contracts, Conflicts, and the 

Performance Paradox”, Journal of Public Administration Research and Theory, vol. 17, issue 2, April, pp. 189–

211 
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private providers creates a strong incentive to concentrate their efforts on serving clients, 

such as, those who are most likely to succeed, and hence are most likely to help them achieve 

their profit-maximising goals, disregarding the ones who are harder to serve. Thus, they 

concentrate on supporting primarily motivated job seekers to apply for employment and try to 

avoid people with disabilities. 

 However, it is often difficult to know in advance who is going to cost more than 

someone else. As a result, many private service providers end up relying on imperfect, 

discriminatory indications to help them weed out potential cost burdens. These can include 

stereotypes about race or ethnicity as discriminatory proxies for unobserved characteristics in 

job applicants.45 

Despite comprehensive anti-discrimination laws, citizen minorities repeatedly report 

difficulties when trying to access important public services such as education, healthcare, or 

social welfare. A Gallup poll in the US suggests that a vast number of African Americans 

perceive having fewer opportunities to access crucial public services. A recent study of 

private, for-profit providers within the Flemish elderly care market in the US found that they 

are more likely to discriminate on ethnic grounds compared to publicly owned providers. 

However, the mechanism of discrimination is subtler than expected.46 

 A recent review that synthesises evidence from Italy, Germany, the UK, France, 

Greece, Austria, Spain, and Portugal, suggests that public hospitals are at least as efficient as 

or are more efficient than private hospitals, and accessibility to broader populations is often a 

matter of concern in private provisions.47 Patients with higher social‐economic backgrounds 

hold better access to private hospital provision, especially in private parallel systems such as 

the UK and Greece. It concludes that the growth in private hospital provision seems not to be 

related to improvements in performance in Europe, and the private (for‐profit) hospital 

sector reacts more strongly to financial incentives than other provider types. 

 Private health services usually require out-of-pocket payment at the point of service. 

USAID has expressed concern that in Africa and Asia out-of-pocket payments for private 

health services account for 50% to 80% of total health spending leading to system 

inefficiencies, inequitable access, and catastrophic costs for individuals and families.48 

A study of private provision of public services in the US finds that the introduction of 

private interests into public goods and services radically impacted access for certain groups. 

In some cases, e.g., the public park, the study shows that privatisation created parallel 

systems in which one typically serves higher-income people, while another lesser quality 

system serves lower-income people. In other cases, the creation of a private system, such as 

 
45 Sebastian Jilke and Wouter Van Dooren (2018), “Privatizing essential human services like the VA can 

come at a high social cost”, The Conversation, 18 May, https://theconversation.com/privatizing-essential-

human-services-like-the-va-can-come-at-a-high-social-cost-96092 (accessed 28/06/2021) 
46 Sebastian Jilke, Wouter Van Dooren, and Sabine Rys (2018), “Discrimination and Administrative Burden in 

Public Service Markets: Does a Public–Private Difference Exist?”, Journal of Public Administration Research 

and Theory, vol. 28, no. 3, pp, 423–439 
47 Florien Kruse, Niek Stadhouders, Eddy Adang, Stef Groenewoud and Patrick Jeurissen (2018), “Do private 

hospitals outperform public hospitals regarding efficiency, accessibility, and quality of care in the European 

Union? A literature review”, International Journal of Health Planning Management, vol. 33, pp. e434–e453. 
48 USAID (2012), USAID’s Global Health Strategic Framework: Better Health for Development, 

https://www.usaid.gov/sites/default/files/documents/1864/gh_framework2012.pdf (accessed 28/06/2021) 

https://theconversation.com/privatizing-essential-human-services-like-the-va-can-come-at-a-high-social-cost-96092
https://theconversation.com/privatizing-essential-human-services-like-the-va-can-come-at-a-high-social-cost-96092
https://www.usaid.gov/sites/default/files/documents/1864/gh_framework2012.pdf
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charter (private) schools, siphons funding away from the public system meant to serve 

everyone.  

In some situations, poor individuals and families lost access to the public good 

completely, according a 2016 Report by “In The Public Interest”. 49 It documents that in 

Dillon Beach, Calif., residents’ water bills were up to six times as expensive in 2013 when 

compared with neighbouring towns billed by the public water district. Thus, older residents 

on fixed incomes reported extreme water conservation efforts such as only bathing once a 

week, capturing and reusing water from the shower to wash dishes, and wearing dark clothes 

to avoid having to wash out stains. 

The Report finds even graver concerns when governments outsource social services 

and safety net programs. For example, in California, where a large percentage of foster care is 

privatised, children living in homes run by private agencies are one-third more likely to be 

victims of abuse than children in state supervised homes. One year after Kansas privatised its 

child support collection system, the state collected more child support money per dollar spent 

– but the percentage of child support collected fell to a 14-year low, ultimately to the 

detriment of families relying on those payments.  

 

Box 4:Lessons from New Zealand experience  

New Zealand is one of the first developed countries which embarked on wide-spread 

privatisation which has been carried out by successive governments – all political 

persuasions. Its experience with privatisation is considered by many to be as near “textbook”.  

However, privatisation has not yielded expected outcomes in many cases. 

 

Prioritising profit before early childhood education50 

In New Zealand, the early childhood education (ECE) sector operates under a market-based 

approach. While the Ministry of Education (MoE) provides support and guidance to the ECE 

sector, it does not administer services as it does with schools. Instead, providers operate 

independently, either as private businesses or not-for-profit community-based organisations.  

Attendance at an ECE service is not universally beneficial for all children. Reports of 

bad treatment from other children, or from teachers themselves, including physical and verbal 

abuse, have made headlines in recent years and illustrate a sector under significant stress. 

Increasing privatisation has meant that many centres prioritise profit margins over the 

needs of children and families, with funding directed towards property expansion or other 

means of creating capital gain, rather than being invested into reducing fees or paying staff at 

better rates.  

 
49 ITPI (2016), How Privatization Increases Inequality, http://www.inthepublicinterest.org/wp-

content/uploads/InthePublicInterest_InequalityReport_Sept2016.pdf (accessed 28/06/2021) 
50 Caitlin Neuwelt-Kearns and Jenny Ritchie (2020), Investing in children? Privatisation and 

early childhood education in Aotearoa New Zealand, Auckland: Child Poverty Action Group Inc., 

https://www.cpag.org.nz/assets/Backgrounders/CPAG%20Backgrounder%20-

%20Privatisation%20and%20early%20childhood%20education%20in%20Aotearoa%20New%20Zealand%20.p

df (accessed 29/06/2021) 

http://www.inthepublicinterest.org/wp-content/uploads/InthePublicInterest_InequalityReport_Sept2016.pdf
http://www.inthepublicinterest.org/wp-content/uploads/InthePublicInterest_InequalityReport_Sept2016.pdf
https://www.cpag.org.nz/assets/Backgrounders/CPAG%20Backgrounder%20-%20Privatisation%20and%20early%20childhood%20education%20in%20Aotearoa%20New%20Zealand%20.pdf
https://www.cpag.org.nz/assets/Backgrounders/CPAG%20Backgrounder%20-%20Privatisation%20and%20early%20childhood%20education%20in%20Aotearoa%20New%20Zealand%20.pdf
https://www.cpag.org.nz/assets/Backgrounders/CPAG%20Backgrounder%20-%20Privatisation%20and%20early%20childhood%20education%20in%20Aotearoa%20New%20Zealand%20.pdf
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An exposé of the sector published in July 2020, informed by the experiences of 

teachers, staff and parents, highlighted concerns with an “overemphasis on occupancy rates 

and making money, rather than providing quality care and education”. 

This relentless pursuit of profit within the sector has become particularly evident in 

the face of COVID-19. For instance, one article published in the NZ Herald in May 2020 

argued that the ECE sector will be at the “top of the list” for smart investors, as the sector 

“allows investors to gain exposure to an industry backed by government funding”. 

Despite many centres remaining shut during the COVID-19 lockdown, all ECE 

providers were still receiving government subsidies. Many were in addition claiming the 

wage subsidy, anticipating that their losses would exceed 30%. BestStart, for instance, which 

has 260 centres around the country, claimed NZ$25 million in wage subsidies despite 

reporting profits of NZ$46 million over the last two years.  

 

Prison privatisation’s scandalous end51 

The government handed over management of the prison to the UK-based company, Serco in 

2011; but took it back in 2015 after cell-phone video capturing Mt Eden prisoners engaged in 

fights, in full view of prison officers and CCTV, was uploaded to YouTube in July 2015. An 

unprecedented stream of media revelations about prisoner mistreatment, corruption and 

serious human rights violations followed.  

Since then Serco has only been involved in a labour supply agreement. At the time 

government handed over management, it said it was confident the company would succeed. 

However, Serco ended its management of Mt Eden Prison on 31 March 2017 after 

four years riddled with allegations of fight clubs, poor supervision and under staffing. 

Corrections chief executive Ray Smith described Serco's management as “willy-nilly” with 

failures on a large scale. 

 

NZ buys back rail network52 

The New Zealand government bought back the country’s main rail and ferry operating 

business from Australia’s Toll Holdings for NZ$665m (US$522m) after the two sides failed 

to settle a funding dispute over upgrading the rail network. 

The deal ends an experiment in rail privatisation begun in 1993 with the sale of the 

network to US railway company Wisconsin Central and a consortium of New Zealand 

investors for NZ$320m.  

It comes less than a month after an attempt by the Canada Pension Plan investment 

board to buy a large stake in Auckland’s airport was blocked by the New Zealand 

government. 

 
51 https://www.rnz.co.nz/news/national/327855/it's-haere-ra-to-serco-as-mt-eden-prison-contract-ends (accessed 

12/07/2021). Also see Otis Boyle and Elizabeth Stanley (2019), “Private prisons and the management of 

scandal”, Crime, Media, Culture: An International Journal, Vol. 15, No. 1, pp. 67-87. It examines the potential 

of human rights based scandal to challenge the legitimacy of private prisons in NZ. Where previously, prison 

legitimacy largely revolved around representations of managerialism, security and the maintenance of austere 

conditions, the revelations at Mt Eden highlighted a moment when penal legitimacy fractured for being too 

severe and non-humanitarian. 

 
52 https://www.ft.com/content/04abe542-1a48-11dd-ba02-0000779fd2ac (accessed 12/07/2021) 

https://www.rnz.co.nz/news/national/327855/it's-haere-ra-to-serco-as-mt-eden-prison-contract-ends
https://www.ft.com/content/04abe542-1a48-11dd-ba02-0000779fd2ac
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The government’s repurchase of the rail assets completes New Zealand’s second 

large-scale renationalisation in recent years. 

This signifies a sharp reversal of the mass privatisation and radical free-market 

policies for which the country became internationally known in the 1980s and early 1990s. 

In late 2001, it bailed out Air New Zealand to prevent it going bankrupt, injecting 

NZ$885m in return for an 83% stake, which was basically a renationalisation of the national 

carrier. 

Rail privatisation was never popular in New Zealand and Tranz Rail, the company set 

up to run the system, ran into financial and political difficulty after its owners stripped it of 

capital and under-invested in the railway system. Toll bought a majority stake in Tranz Rail 

in 2003. It sold the track network back to the government in 2004 for a nominal sum of 

NZ$1, but continued to run train services. 

 

An evaluation of urban water supply privatisation in the UK and France has found a 

strong (and outspoken) public discontent with the private companies.53 Water charge 

increases ranged from 100% to 200%. While the salaries of company directors were very 

high in comparison with similar industries, the prices of the company stocks (large numbers 

held by company officials) increased tremendously in anticipation of continued high profits. 

At the same time, the number of service shutoffs increased dramatically – a social issue of 

great concern. 

 

Box 5:Privatisation hurts women workforce54  

One of the most vulnerable stakeholders of the privatisation process is women workers. 

National workforce surveys in Russia, Poland, Ukraine, and Bulgaria reveal the 

disadvantaged status of women relative to men in the workforce. Privatisation increased the 

disadvantaged status of women relative to men with regard to workplace conditions. The 

study, Why Privatizing Government Services Would Hurt Women Workers, showed that 

women disproportionately depend on the public sector for jobs that pay decent wages and 

offer benefits. This is especially true for African American and Hispanic women, and for 

women who do not have a college education. The evidence suggested that privatising 

government services had a negative impact on women workers, especially those workers who 

are most vulnerable. The work and pay conditions of female workers were also 

disproportionately adversely affected after privatisation of healthcare in the province of 

British Columbia, Canada. 

 Studies already show that working mothers are bearing a heavy burden from 

combining paid and unpaid work and, as a result, are the most stressed out in the population, 

especially after privatisation. For example, analyses of the Statistics Canada’s 1998 General 

Social Survey report on the “Overview of Time Use of Canadians” revealed that Canadians 

experiencing the greatest stress are married women, aged 25-44, who have full time jobs and 

 
53 Charles Howe (2000), “The Effects of Privatization of Public Services: The Case of Urban Water”, Journal of 

Contemporary Water Research and Education, vol. 111, issue 1, pp. 46-59 
54 Ross Prizzia (2005) “An International Perspective of Privatization and Women Workers”, Journal of 

International Women's Studies, vol. 7, no. 1, pp. 55-68 
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children at home.55 By undermining advantages, such as paid maternity and sick leave, better 

pension coverage and other rights for women working in public services, privatisation has 

disproportionately harmed the welfare of women workers, many of whom are immigrants, in 

Canada. Such adverse gender impacts are more prevalent in the case of sub-contracting, 

especially in the healthcare sector.56 See Box 6 on the Canadian experiences for more details. 

 

Impact on employment rates, conditions and locations, especially rural and regional 

employment 

Nobel Laureate Joseph Stiglitz argues, “privatization often destroys jobs rather than creating 

new ones”,57 which should not be a surprise as profit maximisation is the main motive of 

private providers. Maximisation of profit and minimisation of cost are two sides of the same 

coin; when firms maximise profit, they in effect minimise cost. Labour being the largest 

component of cost,58 the obvious casualty of profit maximisation is employment.  

However, workers can keep their jobs if they can produce more. This means they 

either have to work more hours for the same pay, or work harder during the same hours of 

work even if harmful for health and safety. Thus, effectively they have to accept lower pay 

and poor working conditions.  

Often this harsh reality is hidden behind a pretty veil called “efficiency” or 

“improved” productivity. Efficiency or improved productivity means either producing the 

same amount of output (or service) with a smaller number of workers, or producing more 

with the same number of workers – presumably by using better technologies. Therefore, if 

privatisation’s main argument is efficiency gains, then its natural outcome is unemployment 

and/or poor pay and working conditions (cloaked under “flexibility”) at least in the short-run 

or immediately following privatisation.  

 However, in the long-run, or in a dynamic economy, economy-wide employment 

should increase if the efficiency gains or larger profits are reinvested. That is, privatisation 

can have a sizeable negative impact on workers. Nevertheless, even with this negative 

impact, privatisation may still be welfare-improving to an economy overall if increases in 

efficiency contributes to economic growth to outweigh the negative impact on exposed 

workers. On the other hand, if privatisation increases profits primarily through reduced wages 

and employment, then the perceived ‘efficiency benefits’ of privatisation actually is due more 

to decreased worker welfare than to increased output and lower prices for consumers. 

Unfortunately, the latter has been the case in most instances as instead of reinvesting, 

profits are distributed as dividends to shareholders and used to fatten executive remuneration 

packages as well as for predatory behaviour such as mergers and acquisitions, and stock buy-

 
55 Janet Fast and Judith Frederick (1998) The Time of Our Lives: Juggling Work and Leisure Over the Life 

Cycle. Ottawa: Statistics Canada, 1998. 
56 Jane Stinson (2004) “Why Privatization os a Women’s Issue”, Canadian Woman Studies, Vol. 23, No. 3-4, 

pp. 18-22 
57 Joseph Stiglitz (2002), Globalization and Its Discontents, New York: W.W. Norton 
58 Typically 20 to 35% of gross sales for small and medium business; for a service business it could be as high 

as 50%; see https://www.fwc.gov.au/resources/research/australian-workplace-relations-study/first-findings-

report/3-enterprise/measurements-labour-costs (accessed 29/06/2021) 

https://www.fwc.gov.au/resources/research/australian-workplace-relations-study/first-findings-report/3-enterprise/measurements-labour-costs
https://www.fwc.gov.au/resources/research/australian-workplace-relations-study/first-findings-report/3-enterprise/measurements-labour-costs
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backs. These activities do not increase the overall productivity of an economy, instead they 

cause job losses or deterioration of employment conditions.59  

 Large numbers of empirical studies support the above observations. For example, a 

survey carried out in six countries – Austria, Belgium, Germany, Poland, Sweden and the UK 

– during 2007-2008 of privatisation’s impacts on employment in four sectors – electricity, 

postal services, local public transport and hospitals – found, “in all the public services sectors 

and in all the countries … privatisation has led to cost-cutting through either reduction in 

employment or increased flexibility”, which the ILO terms as precarious work.60 The 

electricity and postal services sectors witnessed the largest job losses. There were also 

increases in “non-standard” forms of employment, including “economically dependent self-

employed, temporary or part-time workers” to “increase the companies’ flexibility and lower 

costs”. The survey also found profound changes in industrial relations systems that “eroded 

existing collective bargaining arrangements, … significantly affected the outcomes, 

especially in terms of employment and working conditions”.61 

 These findings largely corroborate the findings of an earlier survey – conducted for 

the European Parliament – of privatisation of the same four sectors in the same six countries:  

“one of the general findings is an increasing decline of union power, a fragmentation 

of the bargaining structures and subsequent employment and wage conditions within 

the former monopoly suppliers (e.g. two-tier wage structures between new and old 

employments after privatisation or liberalisation and between employees with and 

without civil servant status) as well as between the former monopoly suppliers and the 

new competitors. In several sectors and countries new competitors are covered by no 

or different collective agreements and profit from lower employment standards (lower 

wages and longer or more flexible working hours).”62  

 

 A rigorous analysis of Brazil’s privatisation in the 1990s, which raised roughly 

US$87 billion in revenue, making it one of the world’s largest privatisation programs, found 

that “on average, workers in privatised SOEs lose significant earnings following 

 
59 Bruce Blonigen and Justin Pierce (2016), “Mergers May Be Profitable, but Are They Good for the 

Economy?”, Harvard Business Review, 15 November, https://hbr.org/2016/11/mergers-may-be-profitable-but-

are-they-good-for-the-economy; William Lazonick, Mustafa Erdem Sakinç, and Matt Hopkins (2020), “Why 

Stock Buybacks Are Dangerous for the Economy”, Harvard Business Review, 20 January, 

https://hbr.org/2020/01/why-stock-buybacks-are-dangerous-for-the-economy; Ciaran Driver, Anna Grosman 

and Pasquale Scaramozzino (2020), “Dividend policy and investor pressure”, Economic Modelling, vol. 89, pp 

559-576 (all accessed 29/06/2021) 
60 International Labour Organisation (ILO) (2016), Non-standard employment around the world: Understanding 

challenges, shaping prospects, Geneva: International Labour Office, 

https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---

publ/documents/publication/wcms_534326.pdf (accessed 11/07/2021) 
61 Christoph Hermann and Jörg Flecker (2012), Privatization of Public Services: Impacts for Employment, 

Working Conditions, and Service Quality in Europe, London: Routledge, p. 4 
62 Torsten Brandt and Thorsten Schulten (2007), Liberalisation and privatisation of public services and the 

impact on labour relations: A comparative view from six countries in the postal, hospital, local public transport 

and electricity sectors, Düsseldorf: Privatisation of Public Services and the Impact on Quality, 

Employment and Productivity (PIQUE), p. 128 

https://hbr.org/2016/11/mergers-may-be-profitable-but-are-they-good-for-the-economy
https://hbr.org/2016/11/mergers-may-be-profitable-but-are-they-good-for-the-economy
https://hbr.org/2020/01/why-stock-buybacks-are-dangerous-for-the-economy
https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_534326.pdf
https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_534326.pdf
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privatisation… earnings losses are by far the largest for workers without a high-school 

degree”.63 

 

Box 6:Canadian experience: Contracting out healthcare witnessed job and wages cuts64 

Sub-contracting of support services in hospitals and long-term care centres in British 

Columbia in 2003 and 2004 represented the largest wave of privatisation in Canadian history. 

About 8,500 cleaners, food service, laundry and security workers employed by hospitals and 

long-term care facilities in the lower mainland and southern Vancouver Island lost their jobs 

to contracting out between October 2003 and July 2004. 

When the jobs were contracted out, they went from being the highest-paid hospital 

housekeepers in Canada to the lowest-paid. Their wages were cut from almost CN $20 an 

hour to CN$10.50 an hour. This represented about a 30-year rollback in their wages. 

 Other important workplace rights and benefits were also cut. The pension plan was 

eliminated. Vacations were cut back…Seventeen weeks paid parental leave was eliminated. 

Benefits were cut for those with less than 20 hours of work per week. Those who worked 

enough to qualify for benefits now faced co-payment of the premiums. The Long Term 

Disability plan and injury-on-duty leave were eliminated. An accumulated sick-leave plan 

based on 1.5 days per month was cut back to two days sick leave every six months, with no 

ability to accumulate leave. 

As well, the scheduling of work hours became far less predictable: no guarantee of 

work hours, no schedule and no overtime for changes to work hours. Unpredictable work 

hours wreak havoc with planning childcare or time with family and friends. 

Exploitative conditions for contract workers, especially for women 

Workers interviewed … disclosed intense, exhausting and hazardous workloads. One woman 

worker reported: “For the last couple of months I haven’t taken the last 15-minute break.” 

Another said: “If I take my 30-minute lunch break I will never finish the job. I either stay 

longer or rush to get it done.” A third woman explained: “If the work is not done, you’ll be 

fired because of complaints. The contractor pushes us to do too much. It’s abusive.” 

Despite the conditions, many workers wanted more hours of work, because half of 

those interviewed worked between 20 and 37.5 hours per week – a twilight zone between 

full- and part-time. Few hours combined with low wages meant pay was inadequate. Most 

lived far below the poverty line, and almost half of the workers interviewed had at least one 

other job. 

  

A recent European Parliament report surveying public utility privatisation in the EU, 

beginning with the privatisation of public utilities led in the early 1980s by the UK, provides 

evidence that “there was an overall loss of employment in organisations in the years 

 
63 David Arnold (2018), “The Impact of Privatisation of State-Owned Enterprises on Workers”, Industrial 

Relations Section Working Paper 625, Princeton University. A shorter version is available at 

https://voxeu.org/article/how-privatisation-impacts-workers?utm_source=dlvr.it&utm_medium=facebook 

(accessed 29/06/2021) 
64 Jane Stinson (2006), “The Impact of Privatization on Women”, Canadian Dimension, 6 May, 

https://canadiandimension.com/articles/view/the-impact-of-privatization-on-women-jane-stinson (accessed 

29/06/2021) 

https://voxeu.org/article/how-privatisation-impacts-workers?utm_source=dlvr.it&utm_medium=facebook
https://canadiandimension.com/articles/view/the-impact-of-privatization-on-women-jane-stinson


 

 

 

 

 

 

SUB-REGIONAL OFFICE FOR OCEANIA 

PO Box 24233 Melbourne  

Victoria 3001 AUSTRALIA 

Mob/+61 467070242  

tom.reddington@world-psi.org 

P
ag

e2
0

 

immediately following privatisation and that job-cutting has been a key factor in increasing 

competitiveness in privatised utilities. However, at the longer term, there is also evidence of 

some job creation depending on the potential for growth in a given sector”.  

 It further documents “Job loss has been a feature of privatisation in electricity, gas 

and water; although …more recently, aggregate employment in energy and… water supply 

increased slightly… at EU level, …majority of EU Member States experienced a decrease. 

There have also been increases in feminisation and casualisation (part-time and temporary 

workers) of the workforce, and rises in “stress-related ill health among employees after 

privatisation involving company downsizing”.65 

 

Box 7:US experience: Public sector “reform” increased worker vulnerability66 

During the 1980s, approximately 70% of federal employees had protections, such as: (1) 

tenure, which restricts worker termination to “just cause” reasons, and (2) the ability to 

invoke equal employment opportunity laws to dispute decisions and unfair treatment in 

hiring, wages, harassment, promotion, and firing. 

The “reinventing government” agenda ushered by President Reagan has meant 

growing vulnerability to job loss and mistreatment due to: (1) an expansion of declassified 

status; (2) an expansion of at-will employment; and (3) a contraction of grievance-eligible 

employment issues, as workplace protections contracted at federal and state levels.  

Between 75 and 80% of states declassified employees and limited grievable 

employment issues generally, while over half expanded “at-will” employment, which pertains 

specifically to firing and removes the right of appeal. Similar changes—changes that curtail 

workplace protections and worker power—across the largest six federal agencies (Federal 

Aviation Administration, Internal Revenue Service, General Accounting Office, NASA, and 

Departments of Defense and Homeland Security) have been even more pronounced. 

Such workplace reforms prioritise efficiency- and profit-centred logics, compromising 

workers and the trade-off in job security and protection that public sector workers once 

enjoyed compared to their better-paid private sector counterparts. What has emerged for 

public sector workers is a context of increasing precariousness. While all public sector 

employees are vulnerable, this is especially true for minority workers; these workers saw 

significant middle-class mobility and relative racial equality during the 1970s and 1980s 

compared to their private sector counterparts, only now to find these gains receding. 

 

Effect on income and wealth inequality 

From the evidence presented in the previous two sections on the impacts of privatisation on 

socially disadvantaged groups, and employment conditions, it is clear that privatisation 

worsens inequality. The 2016 “In The Public Interest Report”, cited earlier shows how 

outsourcing government services, like foster care or highway toll collection, can 

disproportionately impact low-income users’ finances, health and safety.  

 
65 European Parliament (2017), “Employment in privatised utilities: A higher risk of precariousness?” pp. 7-8; 

https://www.europarl.europa.eu/RegData/etudes/STUD/2017/602061/IPOL_STU(2017)602061_EN.pdf 

(accessed 29/06/2021) 
66 Vincent Roscigno and George Wilson(2014), “Privatization and racial inequality”, Contexts: Sociology for 

the People, 13 February, https://contexts.org/articles/privatization-and-racial-inequality/ (accessed 29/06/2021) 

https://www.europarl.europa.eu/RegData/etudes/STUD/2017/602061/IPOL_STU(2017)602061_EN.pdf
https://contexts.org/articles/privatization-and-racial-inequality/
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Impacts can occur directly, through higher fees for privatised services, or indirectly, if 

a service provider cuts costs by offering low-pay jobs. Research finds that positions 

contracted by for-profit companies tend to offer lower wages, reduced benefits and little or no 

retirement security, thus workers live in poverty. 

 

 

 

Box 8:Privatisation of public services worsens inequality in a number of ways 

New and increased user fees: Privatisation generally leads to new and increased fees for use 

of roads, bridges, water, community services, transit, education, health services, parking and 

any related services. User fees are regressive and increase inequality. 

 

Inequitable pay and benefits: Privatisation also increases inequality because private 

employers provide lower and less equitable pay to workers than the public sector does. 

Workers, especially those in generally lower-paid occupations, receive lower pay and 

benefits in the private sector than in the public sector while executives and managers pay 

themselves much more. Women, ethnic/migrant workers and other equity-seeking workers 

are hit hardest, receiving substantially lower pay in the private sector. 

 

Lower revenues for governments and higher profits for corporations: When public assets that 

generate revenues are partially or fully privatised, governments lose valuable revenues 

forcing governments to cut public services, while corporations, investors and financial 

advisors profit. Because ownership of corporations and capital is more concentrated, this 

further exacerbates income inequality. 

 

Lower quality, less access: Privatisation generally leads to a deterioration of public services, 

often combined with inequitable access. The wealthiest individuals have access to better 

services, while lower-income earners, ethnic/migrant people and other equity-seeking people, 

and those living in remote communities have worse-quality services, or none at all. As a 

result, public goods that are meant to serve everyone can morph into separate and unequal 

systems after privatisation and further divide communities and perpetuate inequality. 

 

Since the Reagan reforms in the 1980s in the US, inequality has been growing in the 

public sector, where disadvantages are increasingly mirroring those typically seen in the 

private sector. After the reforms, unlike whites, African Americans have no alternative 

location or sector in the US labour market where they were as protected or received with 

equitable treatment when it comes to mobility and earnings. Such declining opportunities and 

resources—wrought by the push toward privatisation and a corresponding undermining of 

workplace rights—threaten the decades-old ability of African Americans in the public sector 

to accumulate the financial means to blunt discrimination and pave the way for the orderly 
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transmission of economic status to the next generation. Such transmission of status is crucial 

for minority well-being in the USA.67 

 

Box 9:An American story: How privatisation is fuelling historic inequality68 

Johnny Cash was a man of colourful stories, and “One Piece At a Time” is no exception. In 

the 1976 song, Cash works a Detroit assembly line making Cadillacs that he can’t afford. 

“Every day I'd watch them beauties roll by and sometimes I'd hang my head and cry,” he 

sings. 

So, Cash comes up with a plan. He’ll “steal” a car by taking one part home each day 

in his lunchbox. For twenty-five years he steals parts one by one without the factory owner 

noticing. By the end of the song he has a transmission from 1953 and an engine from two 

decades later, but altogether he has a fully functioning Cadillac, a beauty of his own. 

 

A similar story can be told about American government. 

For decades, parts of government at all levels – federal, state, and local –have been handed 

over one by one to the private sector. As public budgets have tightened, crucial public goods 

and services like education and transit have been outsourced in the name of efficiency and 

cost savings. 

Everyone benefits when government creates and supports goods and services 

designed to deliver widespread prosperity. But privatisation, a key pillar of recent political 

attacks on government, has slowly weakened welfare programs, infrastructure, and much 

more. 

 

All the while we’ve hardly noticed what we’ve lost. 

In public education, school bus drivers and cafeteria workers have been outsourced and a new 

form of privatised education has proliferated. Charter schools, which are publicly funded but 

privately operated, are threatening the financial stability of school districts from Los Angeles 

to Massachusetts. 

In infrastructure, corporations have raised water rates and bad deals have complicated 

transit policy. Who could forget Chicago’s notorious parking meter debacle, in which the city 

leased their meters to banking giant Morgan Stanley for US$1 billion under value? The deal 

has made it much harder for the city to make environmentally sustainable changes to transit 

planning, like bike or bus lanes, for the length of the lease—a whopping 75 years. 

In social services like food assistance and Medicaid, handing control over to the 

private sector has shifted the burden to the backs of the most vulnerable families, while 

corporations like Xerox and Lockheed Martin skim profits off the top. 

And across many sectors, from emergency services to the criminal justice system, 

Wall Street banks and private equity firms have found ways to syphon taxpayer dollars into 

the pockets of investors. 

 
67 George Wilson, Vincent Roscigno and Matt Huffman (2015), “Racial Income Inequality and Public Sector 

Privatization”, Social Problems, vol. 62, issue 2 (May 2015), pp. 163–185, 
68 Donald Cohen (2016), “How privatization is fueling historic inequality”, The Hill, 11 August, 

https://thehill.com/blogs/congress-blog/economy-budget/304993-how-privatization-is-fueling-historic-

inequality (accessed 29/06/2021) 

https://thehill.com/blogs/congress-blog/economy-budget/304993-how-privatization-is-fueling-historic-inequality
https://thehill.com/blogs/congress-blog/economy-budget/304993-how-privatization-is-fueling-historic-inequality
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Like the owners of the Cadillac factory, we’ve missed the bigger picture as we’ve lost 

control of government piece by piece. The cost has been much more than one missing car.  

 

Effects on public participation, social cohesion, and public perception of the role of 

government 

Universal access to essential public services served as an important mechanism for generating 

a good relationship between the market, social cohesion and participation. When privatisation 

worsens inequality and adversely affect access to essential services for the socially 

disadvantaged, it will certainly impact public participation and social cohesion, leading to the 

perception of abrogation of the state’s obligation to serve all citizens. A study of Netherlands, 

a country usually regarded as egalitarian, found that social justice is not served where two 

thirds of the schools are privately sponsored.69 It concludes, “despite clear policy efforts, the 

privatised system seems to undermine social justice for certain groups in the population”. A 

similar conclusion is drawn in the case of privatised healthcare services in Canada.70 

 Drawing on the results of the EU-funded Co-ordination Action PRESOM 

(Privatisation and the European Social Model), a study concludes that privatisation of public 

services steamrolls the results of the ‘decommodification of wage labour’ achieved in the 

short ‘social democratic century’71. With the growing dominance of the mode of ‘negative 

integration’ across the continent, citizens are being reconstituted as consumers and small 

shareholders. The author of study argues that in the long run these developments might affect 

the democratic functioning of the Union and the integration process as a whole. 

 A similar assessment is offered by other studies, for example, compiled in 

Privatisation against the European Social Model.72 The studies find that wide-spread 

privatisation programs did not fulfil the promises and expectations. Instead, they unleashed 

destructive dynamics in two directions. On the one hand, they contributed to the enormous 

social polarisation and growing inequality throughout the world and in almost every single 

society. On the other hand, the liberalisation of capital movements and the creation of global 

capital markets did not reduce, but exacerbated the inherent instability of the capitalist mode 

of production. 

The features of a well-functioning democracy include strong government institutions, 

a robust private sector and a strong civil society that holds those actors to account. One of 

governments’ fundamental roles is to equitably provide essential services to all communities 

and regulate the delivery of those services. In many cases, the privatisation of services has 

not served the community well. 

 
69 Henry Levin, Ilja Cornelisz and Barbara Hanisch-Cerda (2013), “Does educational privatisation promote 

social justice?”, Oxford Review of Education, vol. 39, no. 4, pp. 514-532 
70 Hugh Armstrong (2014), “Social Cohesion and Privatization in Canadian Health Care”, Canadian Journal of 

Law and Society, vol. 16, no. 2 (July), pp. 65-81. 
71 Birgit Mahnkopf (2008), “Privatisation of public services in the EU: an attack on social cohesion and 

democracy”, 

https://www.researchgate.net/publication/290149914_Privatisation_of_public_services_in_the_EU_an_attack_o

n_social_cohesion_and_democracy (accessed 29/06/2021) 

 
72 Marica Frangakis, Christoph Hermann, Jörg Huffschmid and Károly Lóránt (eds.) (2009), Privatisation 

against the European Social Model, Palgrave MacMillan 

https://www.researchgate.net/publication/290149914_Privatisation_of_public_services_in_the_EU_an_attack_on_social_cohesion_and_democracy
https://www.researchgate.net/publication/290149914_Privatisation_of_public_services_in_the_EU_an_attack_on_social_cohesion_and_democracy
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In a democracy, everyone gets to participate in the decisions that affect their lives. But 

that is difficult if people do not have the capabilities which depend on access to the goods 

they need to survive. If they are hungry or homeless or sick, they cannot participate in 

community or society. And when goods are rationed by the market, fewer people have access 

to them. Markets are places of winners and losers. People do not get what they need – they 

get what they can afford. 

By contrast, public services offer a more equitable way to satisfy basic needs. By 

taking things off the market, governments can democratise access to the resources that people 

rely on to lead reasonably dignified lives. Those resources can be offered cheap or free, 

funded by progressive taxation. They can also be managed by publicly accountable 

institutions led by elected officials, or subject to more direct mechanisms of popular control. 

OXFAM’s survey of more than 100 countries found that public services significantly 

reduce economic inequality.73 They shrink the distance between rich and poor by lowering 

the cost of living. They empower working people by making their survival less dependent on 

their bosses and landlords and creditors. Perhaps most importantly, they entitle citizens to a 

share of society’s wealth and a say over how it is used. 

 

Other related matters 

Tax evasions 

The era of wide-spread privatisation has also coincided with the unprecedented rise in the 

work of lobbies of the private sector to cut corporate tax rates which has seen average 

corporate tax rates in high-income countries dropping twenty percentage points since 1980, 

falling from 38% in 1990 to 23% in 2018.74 Despite lower CIT rates, multinational 

corporations (MNCs) still try to minimise paying tax, by shifting profits to tax havens and 

exploiting loopholes.75 It is estimated that globally revenue loss due to MNC tax 

minimisation at US$500-650bn annually.76 Such revenue losses have greatly affected 

governments’ ability to provide public services, and are forced to pursue austerity policies of 

continuous cuts in essential services, including social protection, healthcare and education. 

 

Box 10:Darkness at Sunrise77 

 
73 OXFAM (2014), “Working for the Many: Public services fight inequality” 

https://oi-files-d8-prod.s3.eu-west-2.amazonaws.com/s3fs-public/file_attachments/bp182-public-services-fight-

inequality-030414-

en_1.pdf?cid=aff_affwd_donate_id78888&awc=5991_1624455339_f896fb670166fe074cfb1c25bd740f04 

(accessed 29/06/2021) 
74 IMF (2019), “Corporate Taxation in the Global Economy”, https://www.imf.org/en/Publications/Policy-

Papers/Issues/2019/03/08/Corporate-Taxation-in-the-Global-Economy-46650; (accessed 29/06/2021) 
75 Miroslav Palanský (2019), “How multinationals continue to avoid paying hundreds of billions of dollars in tax 

– new research” The Conversation, 3 October, https://theconversation.com/how-multinationals-continue-to-

avoid-paying-hundreds-of-billions-of-dollars-in-tax-new-research-124323 (accessed 29/06/2021) 
76 Evert-jan Quak (2018), “The impact of international tax competition on low and middle-income countries”, 

23 April, UK Government’s Department for International Development (DFID); 

https://assets.publishing.service.gov.uk/media/5bae3e70e5274a3df7c74435/Impact_Tax_Competition_LMICs.p

df (accessed 29/06/2021) 
77 PSI-CICTAR (2021) Darkness at Sunrise: UK Care Homes Shifting Profits Offshore?, https://cictar.org/wp-

content/uploads/2021/02/Revera_Report_UK_FNL.pdf (accessed 28/06/2021) 

https://oi-files-d8-prod.s3.eu-west-2.amazonaws.com/s3fs-public/file_attachments/bp182-public-services-fight-inequality-030414-en_1.pdf?cid=aff_affwd_donate_id78888&awc=5991_1624455339_f896fb670166fe074cfb1c25bd740f04
https://oi-files-d8-prod.s3.eu-west-2.amazonaws.com/s3fs-public/file_attachments/bp182-public-services-fight-inequality-030414-en_1.pdf?cid=aff_affwd_donate_id78888&awc=5991_1624455339_f896fb670166fe074cfb1c25bd740f04
https://oi-files-d8-prod.s3.eu-west-2.amazonaws.com/s3fs-public/file_attachments/bp182-public-services-fight-inequality-030414-en_1.pdf?cid=aff_affwd_donate_id78888&awc=5991_1624455339_f896fb670166fe074cfb1c25bd740f04
https://www.imf.org/en/Publications/Policy-Papers/Issues/2019/03/08/Corporate-Taxation-in-the-Global-Economy-46650
https://www.imf.org/en/Publications/Policy-Papers/Issues/2019/03/08/Corporate-Taxation-in-the-Global-Economy-46650
https://theconversation.com/how-multinationals-continue-to-avoid-paying-hundreds-of-billions-of-dollars-in-tax-new-research-124323
https://theconversation.com/how-multinationals-continue-to-avoid-paying-hundreds-of-billions-of-dollars-in-tax-new-research-124323
https://assets.publishing.service.gov.uk/media/5bae3e70e5274a3df7c74435/Impact_Tax_Competition_LMICs.pdf
https://assets.publishing.service.gov.uk/media/5bae3e70e5274a3df7c74435/Impact_Tax_Competition_LMICs.pdf
https://cictar.org/wp-content/uploads/2021/02/Revera_Report_UK_FNL.pdf
https://cictar.org/wp-content/uploads/2021/02/Revera_Report_UK_FNL.pdf
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• Outlines how three UK care home operators, with more than 60 homes, collect hundreds 

of millions of pounds in resident fees, while shifting profits offshore through complex 

corporate structures and tax haven subsidiaries. These three operators reflect a broader 

pattern across the UK care sector now dominated by private equity investors seeking to 

extract and offshore profits. The three UK care home operating companies, despite 

charging residents more than £225 million in fees in 2019, report little or no profit in the 

UK and even claimed multiple tax credits. 

• Tax haven subsidiaries – in Jersey, Guernsey and Luxembourg – own UK care homes as 

part of complex corporate structures apparently designed to extract and offshore profits.  

• Reports to the shareholders of the joint venture partner in the three UK care home 

companies, a large US listed real estate company, indicate US$84.8 million in net 

operating income from these care homes in 2019. In stark contrast, the three private UK 

care home companies reported combined losses of US$12.6 million in the most recent 

year. 

• Residents and family members, as well as predominately female care workers, suffer the 

direct consequences of profit extraction from the UK care sector 

 

COVID-19 deaths in UK care homes, estimated at over 30,000, have exposed 

underlying and systemic problems in the care sector. Placing the profit motive at the heart of 

the social care system in the UK has undoubtedly contributed to increased infection rates and 

raised the death toll. 

Under-staffing and low pay are one side of profit maximisation. The other side, 

largely unseen, is aggressive tax avoidance in a sector heavily reliant on public funding. 

Three UK care home operators – Sunrise, Gracewell and Signature Senior Living – with 

more than 60 homes, collect hundreds of millions of pounds in resident fees, while shifting 

profits offshore through complex corporate structures and tax haven subsidiaries. These three 

operators reflect a broader pattern across the UK care sector now dominated by private equity 

investors seeking to extract and offshore profits. 

These three UK care home companies are owned by Revera, the second largest care 

home operator in Canada. Revera, facing scrutiny for COVID-19 deaths, is 100% owned by 

the pension fund for Canadian federal government workers, a Canadian Crown corporation. 

Aggressive tax avoidance on UK care homes appears to violate the pension fund’s own 

responsible investment principles.  

Globally, there is an urgent need to end the use of tax havens and contrived corporate 

structures specifically designed to reduce or eliminate tax liabilities where profits are 

generated. Aggressive tax avoidance schemes should not be tolerated anywhere. 

 

 

Human rights 

Outsourcing is rarely more efficient, often undermines quality and the universal nature of 

services, and a few commercial giants tend to dominate the market in many services. As 

power shifts away from public institutions, the very notion of collective responsibility can 

begin to dissolve. The values of social citizenship give way to individual self-help and 

market-based consumption. 
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This has profound implications for human rights issues as highlighted in the report of 

the UN Special Rapporteur on extreme poverty and human rights.78 It concluded: 

 “…privatization often involves the systematic elimination of human rights 

protections and further marginalization of the interests of low-income earners and 

those living in poverty. Existing human rights accountability mechanisms are clearly 

inadequate for dealing with the challenges presented by large-scale and widespread 

privatization.” 

 

Access to quality public services is a human right and should be based on needs rather 

than costs. This is essential for human development, prosperity and a flourishing society. 

Private provision of public services does not change the role of the state as the ultimate 

guarantor of the realisation of human rights obligations. 

The United Nations Committee on the Elimination of Discrimination against Women 

(CEDAW) has raised concern about the negative impact of privatisation of education on the 

rights of women and girls.79 It has noted that privatisation of education disproportionately 

affects the poorest and most vulnerable, including women and girls. The CEDAW Committee 

has also expressed concern over privatisation’s impact on other economic and social rights, 

for example the right to health, as in its Concluding Observations on Austria, where the 

Committee expressed concern about “the risk that privatization may downgrade the quality of 

health services accessible to women”.80  

One study finds that health services privatisation is not compatible with human rights 

commitments.81 The study cites a landmark case on maternal mortality, “Alyne da Silva 

Pimentel v. Brazil”, which dealt with a woman who died from pregnancy-related causes due 

to inadequate care in a private healthcare facility. It also summarises the findings of a wide-

ranging research on access and healthcare privatisation around the world. For example, in 

Colombia, while public health programs deteriorated, privatisation increased health 

expenditures and failed to improve efficiency and equity. The increase in public expense 

predominantly benefited the wealthy while the poor continue to have difficulties in accessing 

services because of high co-payments.  

Similarly, a study of privatisation in 15 sub-Saharan African countries showed that 2 

in 10 persons used private providers, another 3 in 10 utilised public facilities, but five in 10 

 
78“ Extreme poverty and human rights: Note by the Secretary-General”, 26 September 2018, A/73/396; 

https://undocs.org/A/73/396 (accessed 12/07/2021) 
79 CEDAW (2014), “Privatization and its Impact on the Right to Education of Women and Girls”, Summary of 

Half-Day General Discussion on girls’/women’s right to education, 7 July, 

https://www.campaignforeducation.org/docs/reports/GCE_Submission_Privatisation_CEDAW_2014.pdf 

(accessed 12/07/2021) 
80 CEDAW (2013), “Concluding observations on the seventh and eighth periodic report s of Austria” , adopted 

by the Committee at its fifty - fourth session (11 February–1 March 2013), 

http://docstore.ohchr.org/SelfServices/FilesHandler.ashx?enc=6QkG1d%2FPPRiCAqhKb7yhsgcjdm0xgERNaI

Xh22nhTUlIerZi6vcHfLtNpLquQyn3dNIrLkhsYxH8uze%2BbQpybxezM8m8FUqcGEPqjmAoy2ZSOsMGRK

HqlaXbL5pdD6Cfu%2BLSqph4bn1qFoywpyjFuA%3D%3D (accessed 12/07/2021) 
81 Audrey Chapman (2014), “The Impact of Reliance on Private Sector Health Services on the Right to Health”, 

Health and Human Rights Journal, vol. 16, no. 1, pp 1-20 

https://undocs.org/A/73/396
https://www.campaignforeducation.org/docs/reports/GCE_Submission_Privatisation_CEDAW_2014.pdf
http://docstore.ohchr.org/SelfServices/FilesHandler.ashx?enc=6QkG1d%2FPPRiCAqhKb7yhsgcjdm0xgERNaIXh22nhTUlIerZi6vcHfLtNpLquQyn3dNIrLkhsYxH8uze%2BbQpybxezM8m8FUqcGEPqjmAoy2ZSOsMGRKHqlaXbL5pdD6Cfu%2BLSqph4bn1qFoywpyjFuA%3D%3D
http://docstore.ohchr.org/SelfServices/FilesHandler.ashx?enc=6QkG1d%2FPPRiCAqhKb7yhsgcjdm0xgERNaIXh22nhTUlIerZi6vcHfLtNpLquQyn3dNIrLkhsYxH8uze%2BbQpybxezM8m8FUqcGEPqjmAoy2ZSOsMGRKHqlaXbL5pdD6Cfu%2BLSqph4bn1qFoywpyjFuA%3D%3D
http://docstore.ohchr.org/SelfServices/FilesHandler.ashx?enc=6QkG1d%2FPPRiCAqhKb7yhsgcjdm0xgERNaIXh22nhTUlIerZi6vcHfLtNpLquQyn3dNIrLkhsYxH8uze%2BbQpybxezM8m8FUqcGEPqjmAoy2ZSOsMGRKHqlaXbL5pdD6Cfu%2BLSqph4bn1qFoywpyjFuA%3D%3D
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were priced out of access to healthcare.82 Only 3% of the poorest fifth of the population were 

able to afford a private doctor when ill.83 Privatised hospitals in the USA, gave rise to 

“prestige medicine” for the rich and “no care zones” for the uninsured working poor, 

chronically ill and disabled.84 

The COVID-19 pandemic has exposed the ugly side of privatisation of healthcare and 

the violation of right to life.85 A report by Corporate Europe Observatory (CEO) finds that 

“from hospitals to care homes, the outsourcing and privatisation of healthcare, in combination 

with various austerity policies, have significantly degraded EU member states’ capacity to 

deal effectively with COVID-19, costing extra lives”.86  

A dataset covering 147 countries that controls for per capita income, health inequality 

and several other control variables, reveals a high correlation between mortality and 

privatisation. Precisely, “a 10% increase in private health expenditure relates to a 4.3% 

increase in COVID-19 cases and a 4.9% increase in COVID-19 related mortality”.87 These 

findings suggest caution regarding healthcare privatisation policies in the name of boosting 

efficiency or growth. Such policies reduce countries’ long-term preparedness for dealing with 

pandemics. Previous research has also found a significant and negative effect of healthcare 

privatisation on tuberculosis.88  

The COVID-19 pandemic has produced mass market failure in global private health, 

particularly in tertiary care. Yet, dangerously, the global financial institutions appear to be 

using the COVID crisis as a means to recommit to the roll out of markets in global health, 

this involving the further scaling back of the state.89  

 

Recommendations 

 
82 Anna Marriott (2009), Blind optimism: Challenging the myths about private health care in poor countries, 

Oxfam Briefing Paper No. 125; 

https://oxfamilibrary.openrepository.com/bitstream/handle/10546/114093/bp125-blind-optimism-010209-

en.pdf;jsessionid=A0A050E99303C17025039400C44EBA50?sequence=1 (accessed 29/06/2021) 
83 Rick Rowden (2009), The Deadly Ideas of Neoliberalism, London and New York: Zed Books 
84 Willene Lensing (1994), A case study of social transformation in medical care at the community level, PhD 

thesis, University of North Texas, Denton, TX. 

https://digital.library.unt.edu/ark:/67531/metadc277789/m2/1/high_res_d/1002721258-lensing.pdf (accessed 

29/06/2021) 
85 Felicity Lawrence, Juliette Garside, David Pegg, David Conn, Severin Carrell and Harry Davies (2020), 

“How a decade of privatisation and cuts exposed England to coronavirus”, The Guardian, 31 May, 

https://www.theguardian.com/world/2020/may/31/how-a-decade-of-privatisation-and-cuts-exposed-england-to-

coronavirus (accessed 12/07/2021) 
86 CEO (2021) “When the Market Becomes Deadly: How pressures towards privatisation of health and long-

term care put Europe on a poor footing for a pandemic”, 27 January, 

https://corporateeurope.org/sites/default/files/2021-01/healthcare-privatisation-final.pdf (accessed 12/07/2021) 
87 Jacob Assa and Maria Calderon (2020) “Privatization and Pandemic: A Cross-Country Analysis of COVID-

19 Rates and Health-Care Financing Structures”, New School for Social Research, New York, 

http://www.economicpolicyresearch.org/econ/2020/NSSR_WP_082020.pdf (accessed 12/07/2021) 
88 Kelly Austin, Cristina DeScisciolo and Lene Samuelsen (2016) “The failures of privatization: A comparative 

investigation of tuberculosis rates and the structure of healthcare in less-developed nations, 1995–2010”. World 

Development, Vol. 78 (C), pp. 450-460. 
89 Owain Williams (2020), “COVID-19 and Private Health: Market and Governance Failure”, Development, 17 

November, pp. 1–10. 

https://oxfamilibrary.openrepository.com/bitstream/handle/10546/114093/bp125-blind-optimism-010209-en.pdf;jsessionid=A0A050E99303C17025039400C44EBA50?sequence=1
https://oxfamilibrary.openrepository.com/bitstream/handle/10546/114093/bp125-blind-optimism-010209-en.pdf;jsessionid=A0A050E99303C17025039400C44EBA50?sequence=1
https://digital.library.unt.edu/ark:/67531/metadc277789/m2/1/high_res_d/1002721258-lensing.pdf
https://www.theguardian.com/world/2020/may/31/how-a-decade-of-privatisation-and-cuts-exposed-england-to-coronavirus
https://www.theguardian.com/world/2020/may/31/how-a-decade-of-privatisation-and-cuts-exposed-england-to-coronavirus
https://corporateeurope.org/sites/default/files/2021-01/healthcare-privatisation-final.pdf
http://www.economicpolicyresearch.org/econ/2020/NSSR_WP_082020.pdf
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In light of the overwhelming evidence of failure to deliver promised outcomes and to enhance 

the overall welfare of the community, the paper makes following recommends: 

1. A pause in privatisation programs to impartially review the public welfare outcomes of 

past privatisations, and to identify causes that might have contributed to the failure to live 

up to expectations.  

2. Abandon uncritical faith in the superiority of private or market solutions to the challenge 

of providing quality public services efficiently; there cannot be a dogmatic approach to 

the question of public versus private provisions of public goods or services; 

3. Undertake independent assessments of possible causes of underperformance of public 

providers; such investigations should be transparent and participatory involving 

management, workers and rightsholders; 

4. Undertake objective and transparent comparative social, gender and environmental cost-

benefit analyses of private versus public options in providing public services by engaging 

the wider community; financial profitability should not be the only criteria in determining 

“value for money”; privatisation’s social and environmental consequences must also be 

considered; 

5. Privatisation must not be driven by the motive to maximise sales value or by the desire to 

lighten the debt or fiscal burden of the government, and hence must not involve State’s 

most profitable businesses;  

6. All PPPs must be accounted for in the public budget for transparency and accountability 

in order to avoid the risk of contingent liabilities; 

7. Undertake case by case analyses for each service or provision of public goods that the 

government plan to privatise, out-source or have private partners, keeping in mind that 

private solutions are not inherently superior for all sectors; 

8. Put in place appropriate regulatory and democratic oversight mechanisms involving wider 

community and rightsholders where privatisation is deemed preferable; 

9. Procurement guidelines, including any form of privatisation, to require disclosure of the 

use of tax havens; and governments must exclude any companies found to have previous 

labour, human rights, environmental violations or findings of fraud and corruption, 

including tax evasions.   

10. Where past privatisation programs have failed, the government should consider reversing 

them while instituting and enhancing democratic accountability and management 

discipline in such activities;  

11. Develop and institute a participatory and transparent monitoring and evaluation 

framework for provision of public services regardless of the ownership of provider 

organisations/agencies; this would also require setting specific public welfare goals for 

both private and public providers, and indicators for monitoring; 

12. Understand the proper role of the State; privatisation does not absolve State’s obligations 

to protect human rights, including labour rights, and ensure social justice and equity. 

States are also obliged to protect the environment. States also have to fulfil obligations 

under internationally agreed goals, such as Sustainable Development Goals of the United 

Nations.  
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Annex 1: Taking Back Control, A Community Response to Privatisation; The People’s 

Inquiry into Privatisation 

 

This submission complements the Australian focused People’s Inquiry into Privatization, 

which was published by Per Capita, PSI and a range of trade unions in 2017 and is provided 

as Annex 1 to this submission.  The People’s Inquiry into Privatisation is of great relevance 

to this inquiry as it engaged communities across Australia about the impact of privatisation, 

as well as the types of public services they need.   The People’s Inquiry into Privatisation 

was chaired by Per Capita’s David Hetherington, with independent panellists, including 

Yvonne Henderson (former Equal Opportunity Commissioner WA) and (former) Action 

Aid’s Archie Law. The inquiry visited 12 cities and regional centres including Perth, Darwin, 

Adelaide, Hobart, The Latrobe Valley, Melbourne, Canberra, Wollongong, Sydney, 

Newcastle, Brisbane, and Cairns.  

 

Updated Recommendations: 

1. We call for a moratorium on privatisation until greater regulatory mechanisms and proper 

policy frameworks are implemented around the delivery of public services. 

2. Prior to any new privatisation, governments should: 

• provide details of all the proposed benefits, sources of savings and evaluation of costs 

• assess the benefit to the public, including a comparison of service provision and 

access to prove why delivery of services cannot be maintained by the government 

• define minimum qualifications for new employees prior to privatising 

• require disclosure of the use of tax havens and the exclusion of any companies with 

holdings in known tax havens 

• exclude companies found to have previous labour, human rights, environmental 

violations or findings of fraud and / or corruption. 

3. Where there is a privatised service, governments must take back the regulatory space and 

set the rules. An independent regulatory body should oversee privatised assets and 

services to ensure accountability. The regulatory body must be adequately resourced to be 

effective.  

4. All Public Private Partnerships should be accounted for in the public budget rather than a 

contingent liability and for contracts to be made public.  

5. Governments must continue to employ sufficient, qualified staff to evaluate the quality 

and competence of service providers, and to provide a continued role in strategic advice. 

Departments of government should not be tendering policy decisions out to consulting or 

accountancy firms. 

6. There must be NO commercial-in-confidence provisions when taking public money. 

7. If a service is to be privatised, governments must set a fixed tender price which maintains 

pay and conditions of employment across the service, to ensure cost is removed from the 

decision process and tenderers are competing on the basis of quality only. This prevents it 

being a race to the bottom. 

8. Where privatisation occurs, the new provider must, as a minimum, maintain the same 

employment conditions and standards as the government service it replaced in regards to: 

• wages and conditions of employment 
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• health and safety 

• equal opportunity employment 

• codes of ethics and other codes of practice. 

9. Governments should take back control of failed privatisations rather than give contracts to 

new private providers. 

10. All privatised services that receive government funding to provide a public service should 

be subject to an independent annual reporting process to ensure services and 

infrastructure that use public money are open, transparent and delivered to the highest 

quality. Such reports must contain: 

• a log of all complaints 

• a comprehensive and detailed, up-to-date cost of services, detailing government funds 

received and where the money has been spent 

• measurable key performance indicators (KPIs) 

• feedback from service users on quality 

• changes to workloads and employment conditions over the short and long term 

• evidence that minimum staffing numbers and standards, including conditions for staff, 

are met and that accredited qualifications are recognised. 

11. Australian governments should rebuild public assets and public sector capability in new 

areas. These could include: 

• clean energy 

• new energy generation, storage and distribution solutions 

• a publicly owned and run transactions bank 

• government-based shared equity funding for low-income earners 

• in areas such as affordable housing and solar power 

• digital government 

• infrastructure and assets (such as the East Coast Very Fast Train line). 

12. Governments must legislate to ensure funding for services is not linked to the ability of 

the provider to comment on government policy or dependent on its capacity to grow the 

organisation.  

13. There is an urgent need to restore confidence in the provision of specific failed 

privatisations: 

• Aged care – governments must immediately act to ensure the retention of existing or 

the creation or recreation of government facilities, including mandated staff to patient 

ratios  

• TAFE – there is a strong case for re-building the public sector role by resourcing 

TAFE and removing public funding from private vocational colleges. This should 

involve stronger regulation of private providers and re-investment in public 

institutions 

• Disability services – governments must immediately act to ensure the retention of 

existing or the creation or recreation on of government facilities and staffing for those 

with complex needs. 

14. Governments should not sign trade agreements that constrain their ability to reverse 

privatisation. 
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