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A REVIEW OF PRIVATISATION*

By Edward J. Valauskas

Abstract: Privatisation and outsourcing provide both opportunities and threats to libraries,
especially libraries in governments around the world. Creative and intelligent
understanding of the role of libraries within organizations, with plenty of quantitative
evidence to support the key roles of the staff and collections, will prove the best tonic for
survival.

Introduction

Privatisation, outsourcing - these words have taken a weighty and almost
frightening connotation for librarians around the world in the past twenty years.
Both words have become part of the vocabularies of managers and staff as part of
a language that stresses efficiency, profitability, and end results. What
opportunities and threats are offered by privatisation and outsourcing? This paper
will provide an overview to the issues, and discuss briefly some strategies
provided by this sort of administrative and bureaucratic change.

What is Privatisation?

Privatisation is simply the full or partial transfer of government responsibility for
certain activities to the private sector. Although privatisation appeared on the
horizon most recently in 1979, it is not new to this generation of government
officials. Adam Smith in 1776 proposed the sale of government properties and
lands as a stimulus to the economies of every country in Europe, thereby
producing a reduction in public debt and increasing overall productivity1 More
recently, the seeds for privatisation were planted in the 1960s by Peter Drucker
when he argued in his book The Age of Discontinuity that the purpose of
government was to govern, a role that made it unfit to perform certain tasks better
left to business2. Drucker's comments on government inefficiency were heard by
some (the first appearance of the word privatisation in Great Britain occurred in a
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pamphlet in May, 1970), but it was not until 1979 with Margaret Thatcher's
promise to "roll back the frontiers of the state" that the word "privatisation" took
on its decidedly modern connotation3 .

Since 1979, privatisation has become a global phenomenon for several reasons.
Politicians have made it a priority to demonstrate to their constituents their
interests in reducing the sheer size of government at all levels, from national to
local. The public has grown tired of repeated increases in taxes and other
governmental fees, and has demanded that governments look for new and
alternative sources of income. Politicians, bureaucrats and the public are
interested in government agencies that are efficient and productive -- meeting the
needs of all -- with minimal waste and paperwork. In certain countries,
privatisation reflects a change in political philosophies and provides a means to
translate change into new opportunities. It has been estimated that at least 7,000
different state enterprises around the world have been privatised since 19794.
Between 1985 and 1993, governments in 100 countries earned some $328 billion
in the sale of public enterprises to investors5 .

The actual form of privatisation varies from state to state. In some cases, public
services are simply slashed under the assumption that the private sector will take
over. In other cases, the budgets of government agencies are cut in the hope that
they will seek private funding. Sometimes, the costs for public service are passed
directly to the public with new fees, with the expectation that the services will
generate the income requisite if they are really needed. In other instances, public
tasks are transferred directly to the private sector or joint ventures are developed
between specific government agencies and certain businesses. Finally, on a few
occasions, there is no sale or transfer of properties to the private sector, but just an
encouragement within a given government agency - under the threat of
privatisation - of the managerial notions of the private sector, with an emphasis
on efficiency, profitability and customer satisfaction6.

The motives for privatisation are not always clear. Certainly, many politicians
argue in favor of privatisation for ideological reasons, believing that the public is
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better served by choice rather than government monopolies. Others argue in favor
of privatisation on economic grounds, that all public services are intrinsically less
efficient than those offered by businesses. This interpretation of government as an
economic black hole, of course, ignores the contributions of government agencies
to society as a whole, contributions which do not easily translate to a spreadsheet7.
These ideological and economic motives are not the only reasons for an interest in
privatisation. For some, a move to privatisation is a managerial decision.
Privatisation breaks up government fiefdoms, reducing battles between warring
bureaucracies over limited financial and other resources, and reduces the threats
of public enterprises to the careers of politicians. Privatisation has always carried
this political context, but there has also been a financial angle, too. Reducing
deficits, cutting personnel costs, developing new sources of income, these are
important considerations for every politician considering privatisation8.

What is Outsourcing?

Outsourcing is the transfer of some function or activity within an organisation to a
third-party9. The reasoning behind outsourcing is simple: provide opportunities
for select tasks within an organisation to be completed with an improved
efficiency and at less cost. Outsourcing can take several forms but often it
accompanies technological changes within an organisation; new computer
systems, software, and other digital tools alter the dynamics of the workplace. As
an organisation evolves with new technologies, outside parties are brought in to
assist in the process, accelerating the mapping of routines and resources to new
techniques.

Outsourcing has both benefits and costs. Transformational outsourcing - when an
organisation alters its fundamental habits - generally proves to be less expensive
in terms of manpower and equipment costs. It also assists in the consolidation of
different units or components within an organisation, providing the means to cut
duplication of tasks. Outsourcing also means loss of control and a change in
management and administration. Another group is legally required to do tasks
once handled internally, and this act of contracting out is risky and difficult to
reverse. There may be new and unexpected costs as a result of the act of
outsourcing and it may be impossible to evaluate properly the impact of this
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reassignment of specific tasks on the day-to-day activities of an organisation.
Finally, there's always the possibility that decisions made by an outside agency
may not always be in the best interests of a given organisation, say in terms of
technology or new routines10.

Outsourcing has enormous effects on management, and sometimes these effects
cannot be predicted properly. One survey of top executives found "extensive
ignorance" about outsourcing, in spite of the fact that more than 20 percent were
considering outsourcing as an option for their organisations11. Any group
considering outsourcing should first examine the potential impact of such a
decision, for there can be considerable advantages and disadvantages for any
organisation. Once the decision has been made to outsource a specific task or unit,
a careful evaluation should occur of all potential contractors, with a careful
examination of experience and results with other clients. Once a contractor has
been selected, a well-written contract is needed, protecting the interests of the
organisation outsourcing work to another party. Finally, numerous mechanisms
should be in place to monitor the progress of work over time, to ensure that it is
meeting the needs of the organisation in terms of quality and efficiency.

Opportunities and Threats

Privatisation has developed a history in the past two decades that give us an
opportunity to evaluate realistically some of its promises and claims. The World
Bank, a supporter of privatisation, has tried to analyse the impact of privatisation.
It is a difficult task because privatisation has had varying effects on both
governments and businesses. The World Bank found that privatisation enhances
efficiency but not because of the often cited superiority of the corporate world.
Public agencies that have privatised into sectors where there is intense
competition in a given market indeed tend to be more efficient; those public
agencies privatised into less competitive environments tend to be less efficient.
The World Bank also found that efficiency was closely linked to the involvement
of management; more closely supervised and regulated privatized agencies were
more efficient than those operated at a bureaucratic distance. Finally, the World
Bank found that in the Thatcher regime in the United Kingdom, public sector
productivity grew more rapidly than private sector productivity, thanks to policies
that provided public managers greater opportunities to make their offices and
programs more efficient12.
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Consider the privatisation of libraries and the opportunities it provides for the
creative librarian. Privatisation plans always take a great deal of time, on the scale
of years. Part of the problem is valuation - how do you really establish a price for a
library, its services, its contents, its connections? Information about any given unit
like a library might provide some clues about performance and customer base, but
that information is often a poor basis for future predictions of post-privatisation
performance13. Privatisation means that costs for materials, personnel, and other
key components change, making valuation a guessing game. These questionable
factors - of time and valuation - open opportunities for those looking for ways to
reverse a privatisation decision.

The prospect of outsourcing gives an organisation like a library an opportunity to
evaluate specific operations and processes, to discover new routines and resources,
and ultimately to allow others to do tasks that were inefficiently handled internally
in a more productive manner. The first step in outsourcing requires an inventory
of manpower and technology, with a careful analysis of routines and processes.
The sheer act of this analysis may lead many a library to more efficient habits, and
a rediscovery of skills among staff that have been ignored for various reasons.
This inventory will provide a good blueprint of the strengths and weaknesses of a
given unit to both staff and management, supplying plenty of opportunities for
change. With this inventory in hand, a library can develop a plan to improve
specific routines, take advantage of new technologies, and create new processes
for handling tasks. This evaluation and development of new alternatives may have
a transformational effect on a library. The threat of outsourcing may be sufficient
to shake the historical blunders of the past off a department or a library and
transform it into an operationally more effective organisation. It may be necessary,
however, after this process to continue with the outsourcing routine, in bringing
outside assistance to implement and manage new technologies and tasks.

There are those who argue that outsourcing favors vendors and an efficiency
mentality over services to clients and users. Some would also argue that
outsourcing is inherently dangerous, as it turns over to other organisations tasks
which might be difficult to recapture. Costs reductions as a result of outsourcing
may not always measure up to expectations, and the quality of work may not
always meet the demands of both clients and staff. It is crucial that any
outsourcing decision consider alternatives, such as multisourcing (where several
partners are selected to handle certain routines, rather than one exclusive third
party) and temporary outsourcing (that is, short-term assignment of routines to
another group on the scale of 6 to 24 months, rather than a 5 to 10-year time
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scale). Insourcing - the return of outsourced services or functions to an
organisation - should also be anticipated, where certain routines once assigned to
an outside party are brought back into an organisation. Certainly the current trend
is for outsourcing to occur at a smaller scale than a decade ago, with only very
specific routines or subsets of projects assigned to an outside organisation, rather
than turning over whole units or departments to others.

Strategies

Given the ample track record for privatisation for nearly 20 years, it is crucial to
look for evidence to support privatisation as a viable alternative. To make this
analysis work, it requires a viable comparison of similar agencies performing
similar tasks for comparable clientele. Most studies that compare public and
private agencies fail to account for quality of services. Most fail to analyse lower
costs in terms of personnel; e. g. are those lower costs due to a greater use of part-
time workers with fewer benefits?14 One survey that examined the performance of
some fifty different private and public enterprises found only nine private
enterprises outperforming similar public enterprises15.

Any consideration of privatisation should require all parties to provide some
evidence for claims of increased efficiency and profitability. Hence, privatisation
plans should detail immediate benefits to end users of a given service and describe
how competition will be enhanced (since increasing competition is one of the
hallmarks of most privatisation schemes). Privatisation programs in advance
should fully disclose their impact on personnel, with ground rules clearly spelled
out for the removal of so-called "uneconomic services"16. Privatisation often
favors special interest groups, groups that will look to protect their interests by
demanding government concessions that limit unprofitable service or performance
standards. Catering to these groups defeats the supposed benefits of privatisation,
in terms of economic gain as well in terms of efficiency and productivity17.
Finally, there is this mistaken notion in privatisation that one size fits all, a notion
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which fails to consider the wide differences in the needs of clients and patrons
from one organization to another.

The prospect of outsourcing of any routine, task, or unit is an opportunity for the
staff and managers of a library to prove their worth to an organisation. How? The
mere act of evaluation provides a means to examine specific services and analyze
their importance to clients and patrons relative to other transactions and
activities18. This valuation can be used as negotiating point in contractual
arrangements with potential outsourcers. Thanks to this evaluative process, a
contract can be written in such a way that ties performance to fees and
commissions. In the monitoring process, if a given contractor fails to meet the
needs of both the library and its patrons, compensation is reduced. If the
contractor exceeds the expectations of the library and its clients, compensation is
increased. This sort of indexed compensation tightly links a unit within an
organisation to a given contractor and provides flexibility and some control in a
sometimes risky move.

A contractor has to consider its bottom line in this entire process, its profitability
and its prospects for contract renewal. Most contractors will point out that they
can meet their contractual obligations to an organisation because they do not have
the bureaucratic burden of the parent organisation to deal with, the historical
obligations to routines and employees that make some organisations less
efficient19. These claims of greater efficiency and reduced bureaucracy can be used
as part of a monitoring policy with a contractor. However proven methodologies
that indeed reduce waste and lower bureaucratic overburden can be incorporated
into an organisation; there's no reason to imagine a library as a fossilized and
ineffective, unwilling to learn from another organisation merely because its goal is
greater profits for its owners and shareholders. Indeed, every organisation, library
or corporation, has a budget and a responsibility to efficiently use its resources
well; profitability is not the exclusive domain of contractors.

Outsourcing may indeed lead to new ways of evaluating productivity and new
formulae for funds. One ministry in Europe is considering linking personnel
budgets to circulation statistics for academic libraries; if circulation rises
compared to the average, personnel funds increase. If circulation drops below the
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average, personnel budgets drop20. Some libraries may provide services for fees in
some countries, and keep the fees earned (minus a charge for overhead).
Outsourcing will indeed teach libraries that internal standards may not be the
most appropriate, compared to those defined by patrons and clients.

Conclusion

Privatisation and outsourcing offer opportunities for libraries to prove their value
to their communities in new and unexpected ways. Creative and intelligent
understanding of the role of the library within an organization, with plenty of
quantitative evidence to support the key position of the library and its staff and
collections, will prove the best tonic for survival. Beyond the mere tabulation of
statistics, vocal support for the library among its clients and users will add a
human dimension to pages of graphics, text, and tables in defense of the library.
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