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PRIVATIZING TRANSPORT INDUSTRIES - THE BRITISH 
EXPERIENCE 

1. INTRODUCTION 

If any one policy has characterised the Conservative government in Britain since 1979 it is 
privatization. Although the policy was first canvassed in the United States, by the early 1990s 
Britain had become the world leader and privatization the country's most visible export (1). 
Moreover, transport industries were very much at the forefront of the Thatcher revolution in 
industrial ownership and organisation. 

This paper firstly defines what is meant by privatization. Secondly, it assesses the economic 
reasons for privatization. Thirdly, it outlines the main privatizations that have occurred in the 
British transport market and assesses their impact. Fourthly, the applicability of the British 
experiment to other countries, particularly in the developing world, is considered. It is concluded 
that a necessary pre-requisite to privatization is commercialisation and as a result emphasis in 
many developing countries will be on reforming public enterprise rather than on out and out 
privatization. 

2. WHAT IS PRIVATIZATION? 

This is not as simple a question as first appears. The term privatisation has heen used to describe 
a range of different policy initiatives designed to alter the balance between the public (ie. 
government owned) and private sectors. For example, Madsen Pirie, one of the high priests of 
the British privatization programme, has suggested 21 different methods that can be used to 
achieve privatization (2). These methods can be classified into three main groups (3). 

The first, and most common usage of the term, is the change in the ownership of an enterprise 
(or a part of it) from the public to the private sector. Also referred to as denationalisation, this 
policy can proceed in a number of ways. A sale may be achieved through a share issue via the 
stock exchange, through a sale to private buyers or a sale to the workforce and/or management. 
At the extreme, denationalisation may involve giving the state-owned enterprise away or 
abandoning it through formal liquidation. 

A second form of privatisation involves the liberalisation or deregulation of activities where the 
state-owned enterprise previously enjoyed protection. The state-owned enterprise remains in 
existence but faces increasing competition from private firms. As a result private firms gain 
market share at the expense of public firms. This form of privatization may be called 
competition-in-the-market. 

A third form of privatisation is where the provision of a good is transferred from the public to the 
private sector, but Government specifies and, where necessary, pays for the good or service. 
Franchising (where firms pay Government to operate services), tendering (where firms are paid 
by Government to operate specified services) or contracting-out (the collective term for 
franchising and tendering) and the leasing of public assets to the private sector (where 
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