
Comments

Luis F. López-Calva: The paper by Chong and López-de-Silanes is
extremely valuable for understanding economic reform and its effects in
Latin America. Although establishing a true record is an ambitious task,
the paper does review a series of robust results from careful research car-
ried out by several authors using Latin American data. Specifically, the
authors review exercises carried out for seven Latin American countries
following a methodology first used by La Porta and López-de-Silanes with
Mexican data.1 They describe the main data limitations in each case and
then establish some empirical regularities, which can be summarized as
follows:

—As a general result, profitability and operating efficiency improved,
while both output and investment grew in privatized firms in most
countries;

—Employment trends after privatization are mixed, though the average
tends to go in the direction of a reduction in employment;

—High bureaucratic quality and absence of corruption increase priva-
tization prices;

—Evidence for Mexico shows that restructuring is not worth pursuing,
for it has a negligible net effect on final privatization prices, whereas it
pays to sell via a fast process;

—The net effect for the government is positive, mainly because money-
losing firms are sold and turned into profitable enterprises that pay taxes,
although a number of bailouts have had a high fiscal effect;

—Profitability gains do not come from reduction in wages, but from an
increase in efficiency; 

—Profitability is higher in less competitive sectors, but the evidence
does not support the hypothesis of market power exploitation;

—Welfare gains are progressive, and quality improvements are also
important, as in the case of water privatization in Argentina; and
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—Corporate governance and regulatory laws are key complementary
policies in the process.

The positive net effect of privatization described in the paper strongly
disqualifies the general disapproval found in public opinion polls and mass
media. The disparity between the position of the paper and common belief
has two possible explanations: either economists have failed at communi-
cating the positive effects of these reforms, or the reforms have effects that
go beyond what is shown in the paper, in which case more research is
needed to understand the political economy of privatization. I tend to sup-
port both explanations, with a strong emphasis on the second. The micro-
economics of privatization are relatively well established, and the evidence
is now strong in this respect, partly as a result of the research carried out by
López-de-Silanes and other economists.2 That, however, is only one piece
among many others for fully understanding the political economy of the
process. I now discuss some of the issues that need attention.

Do Higher Proceeds Indicate a Better Process? 

Evaluating the scope of a privatization process based on the amount of
money received by the government is a common mistake. This mistake
can be seen in the paper in the description of the process and the strong
emphasis on privatization prices. In principle, if proceeds were the vari-
able to be maximized, an optimal policy would be to sell firms under a
noncompetitive environment. This is, of course, contrary to the real objec-
tive: achievement of microeconomic efficiency. Perhaps the bias comes
from the fact that privatization has also played an important role in terms
of strengthening public finances by bringing resources to the treasury.
However, this is only a side effect—albeit an important one—and never
the main purpose.

The focus on prices is linked with the discussion on restructuring.
Labor restructuring is often a necessary condition for the process to be fea-
sible, even if it does not have a net effect on prices. Labor liabilities are an
important deterrent for participation of bidders for financial and political
reasons. Nobody would suggest that other kinds of restructuring, like new
investments, should be made before the sale.
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Looking for a True Record 

An understanding of public opinion and reactions against privatization
must take into account not only net gains and losses, but also the nature
and distribution of the losses for different groups. The social concern
about and opposition to privatization come from a variety of sources, such
as the incapacity of politicians and the media to communicate the out-
comes; the strengthening of groups that lose in the process and have a
good political organization; a general feeling that the process is not trans-
parent and quite corrupt; and real welfare losses of groups that have the
means to act politically in the public sphere.

The paper in question does a great job of showing the strong evidence
in favor of privatization from the point of view of shareholders, investors,
and workers who managed to keep their jobs in the privatized companies,
typically those with higher skills.3 However, if one is to understand the
political economy of the opposition to privatization, it is impossible not to
think of the relevance of the distribution of gains and losses and map those
onto the structure of political voice and power. Privatization has fre-
quently been pro-poor.4 Even that piece of evidence, however, is consis-
tent with the observed resistance to new reforms given that the gains have
generally been appropriated by the tails of the distribution of income—and
disproportionately so by its upper end.

If the effects of privatization are divided into several dimensions—
namely, fiscal effects, employment effects, ownership effects, and con-
sumption effects—the literature tends to favor the fact that the employment
and ownership effects could be regressive. The effect in terms of distribu-
tion can be positive only if the consumption and fiscal effects more than
offset the other two. The fiscal effect is difficult to isolate given that there
is a series of reforms taking place at the same time. 

Can Privatization Be Blamed? 

Important groups, mainly middle class workers, have lost their sense of
job security and feel betrayed by their government. Although people who
left public enterprises after privatization managed to maintain their
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income levels, on average, the number of hours worked per week
increased and they had to give up certain safety nets.5 People associate
events and act accordingly, so it is difficult to explain public perception
based on objective data. In the case of Mexico, bailouts of banks and toll
roads represented more than 20 percent of GDP; this offsets, in terms of
public opinion, all the evidence of success in hundreds of small sales.

It is not a coincidence that a good share of the nontradables sector in
Mexico (as in other countries) is intact after a long period of reforms. Sec-
tors like energy, labor markets, education, and telecommunications are
still unreformed. Inefficiencies, market power, and rigidities are pervasive
in these areas, and they prevent the showing of efficiency gains for the
economy as a whole. The growth promised by the original reformers has
not materialized.

Privatization took place in those sectors where the political balance had
already been solved, and reform is not politically viable in the cases that
are left. Lerner said in the 1970s that all market transactions are politically
resolved issues. “Economics has gained the title of Queen of Social Sci-
ences,” he continues, “by choosing solved political problems as its
domain.”6 There is, indeed, a meta-selection bias: all the observed vari-
ance is conditional on a previously resolved distribution of gains and
losses. Perhaps policymakers should ask themselves what scope for
reforms is truly feasible and whether such partial reform is enough to
deliver growth and employment.

Final Comment 

Privatization has delivered. Efficiency gains are robust, productivity has
increased, and shareholders, investors, and workers who stayed with the
companies have generally benefited. Poor groups have also experienced
welfare gains through increased access to public services.7 Other groups
have suffered losses, however, and they tend to have ways to organize and
oppose the new reforms. Moreover, the political balance makes reform
unfeasible in some sectors, and the opposition has unintended allies
among policymakers who design contracts poorly, are weak to regulate
market power, or collude and profit from the reforms.
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Welfare gains seem to be generally progressive, but those who lose are
typically in the urban middle and lower-middle classes, which have an
important capacity to organize and influence the political process. Their
losses stem, sometimes, from higher prices (which were previously subsi-
dized), lower job stability, lower social protection (those who leave the
privatized firms often join the informal sector or become self-employed),
and worse working conditions. It is time that those who stay receive a
wage increase, though evidence shows a growing skilled-nonskilled wage
gap and longer working shifts.8 A number of reforms that have been
aborted could have helped buffer the labor effect of restructuring, such as
a labor reform that creates a more dynamic labor market.

Capitalism cannot function well without a strong state. Privatization
seems to have strengthened the state in many cases by contributing to a
healthier fiscal situation and a more focused mission. A market economy
with a weak or captured state is the opposite of what the reforms pretend
to achieve. 

The paper by Chong and López-de-Silanes is a very good recount of the
effects of privatization in specific dimensions. The profession will have to
wait longer, however, to see what the “true” record of the process has been
in the political and public policy spheres, and perhaps—one must accept
it—it will never know for sure.

Eduardo Bitrán: This article aims to rebut the increasing wave of attacks
from various sources on the privatization process that has been carried out
since the 1980s in several countries of the region. Specifically, the authors
tackle certain alleged concerns about the results of individual privatiza-
tions and indeed about the process itself. These concerns are leading to a
heightened questioning of this reform that reduces the role of the state in
the economy. 

First, the authors show that there is no selection bias in the results from
the available literature with regard to the increased profitability of priva-
tized firms. Second, they show that the increases in profitability arise
principally from increases in factor productivity and only to a lesser
extent from price increases in the products and services of the privatized
companies. Third, they put forward a strong case against restructuring
companies before privatization, since these processes actually retard the
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profit generation period and do not lead to a greater sales price. Finally,
the paper looks at the need for complementary microeconomic reforms
that foster competition and improve corporate governance in order to
reduce the risk of negative welfare effects from privatization.

The first question that should be posed here is whether the criticisms
addressed by the authors are really the most relevant ones, given the con-
cerns of policymakers on the subject. To ensure a productive debate, it is
necessary to distinguish between industries in tradables sectors subject to
international competition and industries in nontradables sectors character-
ized by various industrial organization imperfections. In the former, the
performance of private companies—from an efficiency perspective—will
exceed that of public ones to the extent that there is a policy of trade lib-
eralization. Competition plus the discipline set by shareholders and credi-
tors will contribute as much as the independence from political pressures.
The eventual reduction of the labor force in privatized companies, which
the authors consider to be a criticism that should be addressed, is actually
one of the objectives of privatization, since it is one of the main factors
increasing productivity within a company and permitting the reallocation
of resources to other sectors. Consequently, privatization in tradables sec-
tors does not represent a significant dilemma from a technical point of
view in open economies.

A relevant point for privatization in any sector is whether sales should
be carried out with the broadest possible distribution of ownership or
whether a significant stake should be sold to a strategic controlling
investor. Empirical evidence indicates that agency problems are best
resolved when a strategic investor takes control and that the purported
benefits in terms of improved corporate governance arising from broad
shareholder bases are not real. In Chile, the most noteworthy examples of
minority shareholder rights expropriation occurred in the case of compa-
nies privatized with popular and labor capitalism schemes featuring a
broad diffusion of ownership. 

The most interesting policy dilemmas have surfaced with regard to
companies that operate in sectors with significant market imperfections,
be they due to monopolistic structures in nontradables sectors, public
goods, asymmetries of information, or externalities. In most of these
cases, privatization remains a good policy option. The privatizations need
to be well designed, however, and should be part of a greater micro-
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economic reform effort undertaken before or in conjunction with the pri-
vatization process.

The case of public utilities is a good example involving considerable
sunk costs, economies of scale, and network externalities that generate
market failures. This category includes basic services such as electricity,
transport, telecommunications, drinking water, and sewerage. In all of
these cases, the same failures that lead to a poor performance by state-
owned enterprises lead to poor regulation of privatized public utility ser-
vices. Therefore, if the privatization policy option is chosen, social
welfare will not necessarily be improved if regulatory and competition
issues are not properly addressed. The evidence shows the serious diffi-
culties of efficiently regulating private monopolies. The main problems
arise from the monopoly of information, which obliges the regulator to
allow the firm to earn rents in order to provide incentives for the provision
of the service. Political and company capture of the regulator can yield
rent seeking by the new owners, creating a regulatory risk. Those prone to
rent seeking are attracted to these regulated sectors.

Market structure also has implications for social welfare. Monopoly
power is influenced by the extension of the horizontal and vertical inte-
gration of the regulated company. The lack of ex ante restructuring
strengthens monopoly power ex post. The higher the monopoly profits
expected, the higher is the value of the privatized asset. Consequently, the
authors’ conclusion that the price of the asset will be higher if restructur-
ing is not implemented ex ante is to be expected simply because the lack
of restructuring increases the firm’s market power ex post and thus raises
the monopoly profits.

The best policy is promoting competition. The process of privatizing
public utilities should be structured with this fundamental objective in
mind. Competition can be promoted in the form of face-to-face competi-
tion, as when the privatization of electricity generation requires prior ver-
tical and horizontal disintegration or when water rights are broken up to
avoid handing over a monopoly. Another form of competition is yardstick
competition to prevent the consolidation of information monopolies; here,
extensive horizontal disintegration and limits on mergers and acquisitions
are necessary to avoid the elimination of yardstick competition. Such mea-
sures should be carried out prior to privatization, since they are difficult to
apply once property rights have been established. 
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A third possibility is to require firms to compete for the right to provide
a service for a set period of time. In this situation, horizontal disintegration
and limits on the concentration of concessions stimulate competition. The
design of the bidding mechanisms is fundamental for avoiding abuses of
dominant positions and renegotiations that affect consumers and under-
mine the integrity of the system.

Technological factors sometimes make a monopoly inevitable in sec-
tors like telecommunications and electricity. Unbundling networks and
providing adequate regulation of the access tolls are fundamental for pro-
moting competition in the rest of the system. This is a complex and con-
flictive issue that can create barriers to entry if preprivatization regulation
is ambiguous.

The structuring of clear and transparent regulatory frameworks prior to
privatization—with independent regulators, checks and balances in the
system, and independent antitrust authorities—promotes efficiency and
avoids the negative selection of rent-seeking businessmen. In Chile, the
greatest welfare gains from privatized companies occurred when compe-
tition took place in the sector. Firms that remained monopolies achieved
significant productivity increases (albeit not different from other sectors),
but customers obtained only marginal benefits. In contrast, sectors in
which competition was produced experienced large price reductions and
enormous consumer welfare benefits. Sectors with significant externali-
ties, such as public transport, had to be reregulated and tender quotas had
to be established in congested routes before any benefits from the privati-
zation of the service materialized. The political power of owners was so
great, however, that it took over ten years after the privatization process to
introduce adequate regulations to internalize the externalities and reduce
the market power of the cartel.

Capital market reforms, aimed at developing adequate corporate gover-
nance, are another essential element. These reforms must provide efficient
mechanisms of funding for companies that traditionally obtained their
funding with state guarantees. 

At the beginning of the twentieth century, most public utilities were pri-
vate, but regulatory failures led to a deterioration of the services. The sub-
sequent political discontent led the state to take over these services.
History must not be allowed to repeat itself. The emphasis in public utili-
ties should be on the regulatory and competition issues that determine the
possibility of providing adequate conditions for the development of
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investment, with a balance between profitability and improving consumer
welfare. 

The article by Chong and López-de-Silanes is excessively optimistic
regarding what the privatization process can offer in terms of efficiency
improvements and equity in the economy in sectors with prevailing mar-
ket imperfections. A more balanced view considers privatization as only
one instrument in the array of reforms designed to increase competition in
an economy.

Alberto Chong and Florencio López-de-Silanes 103

2085-02_Chong-rev.qxd  5/28/04  15:23  Page 103



References 

Akram, Tanweer. 2000. “Publicly Subsidized Privatization: A Simple Model of
Dysfunctional Privatization.” Applied Economics 32(13): 1689–99. 

Allen, Franklin, and Douglas Gale. 2000. “Corporate Governance and Competi-
tion.” In Corporate Governance: Theoretical and Empirical Perspectives,
edited by Xavier Vives. Cambridge University Press. 

Altman, Edward. 1984. “A Further Empirical Investigation of the Bankruptcy
Cost Question.” Journal of Finance 39(4): 1067–89.

Andalón López, Mabel A., and Luis F. López-Calva. 2003. “Aspectos laborales en
las privatizaciones: Los trabajadores y la privatización de los ferrocarriles
mexicanos.” Gestión y Política Pública 12(2): 253–89. 

Anuatti-Neto, Francisco, and others. 2004. “Costs and Benefits of Privatization:
Evidence from Brazil.” In The Truth about Privatization in Latin America,
edited by Alberto Chong and Florencio López-de-Silanes. Stanford University
Press. Forthcoming

Arin, Kermin, and Cagla Okten. 2002. “The Determinants of Privatization Prices:
Evidence from Turkey.” Working paper. Baton Rouge: Louisiana State
University. 

Ariyo, Ademola, and Afeikhena Jerome. 1999. “Privatization in Africa: An
Appraisal.” World Development 27(1): 201–13.

Barja, Gover, David McKenzie, and Miguel Urquiola. 2002. “Capitalization and
Privatization in Bolivia.” Cornell University.

Bayliss, Kate. 2001. “Privatization of Electricity Distribution: Some Economic,
Social and Political Perspectives.” Report 2001-04-E-Distrib. University of
Greenwich, Public Services International Research Unit.

———. 2002. “Privatization and Poverty: The Distributional Impact of Utility
Privatization.” Annals of Public and Cooperative Economics 73(4): 603–25.

Bayliss, Kate, and David Hall. 2000. “Privatization of Water and Energy in
Africa.” Report 2000-09-U-Afr. University of Greenwich, Public Services
International Research Unit.

Bennell, Paul. 1997. “Privatization in Sub-Saharan Africa: Progress and Prospects
during the 1990s.” World Development 25(11): 1785–803.

Biais, Bruno, and Enrico Perotti. 2002. “Machiavellian Privatization.” American
Economic Review 92(1): 240–58.

Birch, Melissa, and Jerry Haar, eds. 2000. The Impact of Privatization in the
Americas. Boulder, Colo.: North-South Center Press.

Birdsall, Nancy, and John Nellis. 2002. “Winners and Losers: Assessing the Dis-
tributional Impact of Privatization.” Working paper 6. Washington: Center for
Global Development.

Boardman, Anthony, and Aidan R. Vining. 1989. “Ownership and Performance in
Competitive Environments: A Comparison of the Performance of Private,

104 E C O N O M I A ,  Spring 2004

2085-02_Chong-rev.qxd  5/28/04  15:23  Page 104



Mixed, and State-Owned Enterprises.” Journal of Law and Economics 32(1):
1–33.

Bolton, Patrick, and Gerald Roland. 1992. “Privatization Policies in Central and
Eastern Europe.” Economic Policy 6(15): 275–303.

Bortolotti, Bernardo, Marcella Fantini, and Carlo Scarpa. 2001. “Privatization:
Politics, Institutions and Financial Markets.” Emerging Markets Review 2(2):
109–136.

Bortolotti, Bernardo, Marcella Fantini, and Domenico Siniscalco. 2001. “Regula-
tion and Privatization: The Case of Electricity.” In The Anti-Competitive
Impact of Regulation, edited by Giuliano Amato and Laraine L. Laudati.
Northampton: Elgar Press. 

Botero, Juan, and others. 2005 (forthcoming). “The Regulation of Labor.” Quar-
terly Journal of Economics.

Boubakri, Narjess, and Jean Claude Cosset. 1998. “The Financial and Operating
Performance of Newly Privatized Firms: Evidence from Developing Coun-
tries.” Journal of Finance 53(3): 1081–110.

———. 1999. “Does Privatization Meet the Expectations? Evidence from African
Countries.” Working paper. Montreal: École des Hautes Études Commerciales.

Campbell-White, Oliver, and Anita Bhatia. 1998. “Privatization in Africa.” Wash-
ington: World Bank.

Campos-Méndez, Javier, Lourdes Trujillo, and Antonio Estache. 2001. “Pro-
cesses, Information and Accounting Gaps in the Regulation of Argentina’s Pri-
vate Railways.” Working paper 2636. Washington: World Bank. 

Capra, Katerina, and others. 2004. “The Impact of Privatization on Firm Perfor-
mance in Bolivia.” Yale University. Mimeographed. 

Carbajo, José, and Antonio Estache. 1996. “Competing Private Ports: Lessons
from Argentina.” Viewpoint note 100. Washington: World Bank.

Carey, Alan, and others. 1994. “Accounting for Regulation in U.K. Utilities.”
London: Institute of Chartered Accountants of England and Wales.

Caves, Richard. 1990. “The Concentration-Margins Relationship Reconsidered:
Comments.” Brookings Papers on Economic Activity. Microeconomics:
322–24. 

Chisari, Omar, Antonio Estache, and Carlos Romero. 1999. “Winners and Losers
from the Privatization and Regulation of Utilities: Lessons from a General
Equilibrium Model of Argentina.” World Bank Economic Review 13(2):
357–78.

Chong, Alberto, and Virgilio Galdo. 2004. “Streamlining and Privatization Prices
in the Telecommunications Industry.” Economica. Forthcoming. 

Chong, Alberto, and Florencio López-de-Silanes. 2003. “Privatization and Labor
Restructuring around the World.” Yale University.

———. 2004a (forthcoming). “Privatization and Monopoly Power in Mexico.” In
The Truth about Privatization in Latin America, edited by Alberto Chong and
Florencio López-de-Silanes. Stanford University Press.

Alberto Chong and Florencio López-de-Silanes 105

2085-02_Chong-rev.qxd  5/28/04  15:23  Page 105



———, eds. 2004b (forthcoming). The Truth about Privatization in Latin Amer-
ica. Stanford University Press.

Chong, Alberto, and Alejandro Riaño. 2003. “Institutions and Privatization
Prices.” Washington: Inter-American Development Bank. 

Chong, Alberto, and Jose Miguel Sánchez, eds. 2003. Medios privados para fines
públicos: arreglos contractuales y participación privada en infraestructura en
América Latina. Washington: Inter-American Development Bank. 

Claessens, Stjin, Simeon Djankov, and Gerhard Pohl. 1997. “Ownership and Cor-
porate Governance: Evidence from the Czech Republic.” Policy research paper
1737. Washington: World Bank. 

Clarke, George, and Robert Cull. 1999. “Bank Privatization in Argentina: A
Model of Political Constraints and Differential Outcomes.” Working paper
2636. Washington: World Bank. 

Coes, Donald. 1998. “Beyond Privatization: Getting the Rules Right in Latin
America’s Regulatory Environment.” Quarterly Review of Economics and
Finance 38(3): 525–32.

Crampes, Claude, and Antonio Estache. 1996. “Regulating Water Concessions:
Lessons from the Buenos Aires Concession.” Viewpoint note 91. Washington:
World Bank. 

D’Souza, Juliet, and William L. Megginson. 1999. “The Financial and Operating
Performance of Newly Privatized Firms in the 1990s.” Journal of Finance
54(4): 1397–438.

Dewenter, Kathryn L., and Paul H. Malatesta. 2001. “State-Owned and Privately
Owned Firms: An Empirical Analysis of Profitability, Leverage and Labor
Intensity.” American Economic Review 91(1): 320–34. 

Diwan, Ishac. 1994. “Public Sector Retrenchment and Severance Pay: Nine
Propositions.” In Civil Service Reform in Latin America and the Caribbean:
Proceedings of a Conference, edited by Shahid Chaudhry, Gary Reid, and
Waleed Malik. Technical paper 259. Washington: World Bank.

Dyck, Alexander. 1997. “Privatization in Eastern Germany: Management Selec-
tion and Economic Transition.” American Economic Review 87(4): 565–97.

———. 2001. “Privatization and Corporate Governance: Principles, Evidence
and Future Challenges.” World Bank Research Observer 16(1): 59–84.

Earle, John, and Scott Gehlbach. 2003. “A Spoonful of Sugar: Privatization and
Popular Support for Reform in the Czech Republic.” Economics and Politics
15(1): 1–32. 

Ehrlich, Isaac, and others. 1994. “Productivity Growth and Firm Ownership: An
Empirical Investigation.” Journal of Political Economy 102(5): 1006–38.

Engel, Eduardo, Ronald Fischer, and Alexander Galetovic. 1999 “The Chilean
Infrastructure Concessions Program: Evaluation, Lessons, and Prospects for
the Future.” Working paper 60. Santiago, Chile: Centro de Economía Aplicada.

106 E C O N O M I A ,  Spring 2004

2085-02_Chong-rev.qxd  5/28/04  15:23  Page 106



———. 2001. “Least-Present-Value-of-Revenue Auctions and Highway Fran-
chising.” Journal of Political Economy 109(5): 993–1020.

———. 2003. “Privatizing Highways in Latin America: Fixing What Went
Wrong.” Economía 4(1): 129–64. 

Estache, Antonio, and Martín Rodríguez. 1996. “Regulatory Lessons from
Argentina’s Power Concessions.” Viewpoint note 99. Washington: World
Bank. 

Fallick, Bruce C. 1996. “A Review of the Recent Empirical Literature on Dis-
placed Workers.” Industrial and Labor Relations Review 50(1): 5–16. 

Fischer, Ronald, and Pablo Serra. 2002. “Regulating the Electricity Sector in Latin
America.” Economía 1(1): 155–98.

Fischer, Ronald, Pablo Serra, and Rodrigo Gutiérrez. 2004. “The Effects of Pri-
vatization on Firms: The Chilean Case.” In The Truth about Privatization in
Latin America, edited by Alberto Chong and Florencio López-de-Silanes.
Stanford University Press. Forthcoming

Freije, Samuel, and Luis Rivas. 2002. “Privatization, Inequality and Welfare: Evi-
dence from Nicaragua.” Caracas: Instituto de Estudios Superiores de Adminis-
tración, Centro de Desarrollo Humano y Organizaciones. 

Frydman, Roman, and others. 1999. “When Does Privatization Work? The Impact
of Private Ownership on Corporate Performance in Transition Economies.”
Quarterly Journal of Economics 114(4): 1153–91.

Galal, Ahmed, and others. 1994. Welfare Consequences of Selling Public Enter-
prises. Oxford University Press. 

Galiani, Sebastián, Paul Gertler, and Ernesto Shargrodsky. 2002. “Water for Life:
The Impact of the Privatization of Water Services on Child Mortality.”
CREDPR working paper 154. Stanford University.

Galiani, Sebastián, and others. 2004. “The Benefits and Costs of Privatization in
Argentina: A Microeconomic Analysis.” In The Truth about Privatization in
Latin America, edited by Alberto Chong and Florencio López-de-Silanes.
Stanford University Press. Forthcoming. 

Glaeser, Edward, Simon Johnson, and Andrei Shleifer. 2001. “Coase versus the
Coasians.” Quarterly Journal of Economics 116(3): 853–99. 

Guasch, José Luis. 2001. “Concessions and Regulatory Design: Determinants of
Performance—Fifteen Years of Evidence.” Washington: World Bank.

Hachette, Dominique, and Rolf J. Lüders. 1994. “Privatization in Chile: An Eco-
nomic Appraisal.” International Center for Economic Growth.

Harper, Joel T. 2000. “The Performance of Privatized Firms in the Czech Repub-
lic.” Working paper. Boca Raton: Florida Atlantic University.

Jeon, Doh-Shin, and Jean-Jacques Laffont. 1999. “The Efficient Mechanism for
Downsizing the Public Sector.” World Bank Economic Review 13(1): 67–88.

Alberto Chong and Florencio López-de-Silanes 107

2085-02_Chong-rev.qxd  5/28/04  15:23  Page 107



Johnson, Simon, and others. 2000. “Tunneling.” American Economic Review 90
(May, Papers and Proceedings, 1999): 22–27. Reprinted in Capital Markets
and Company Law, edited by Klaus J. Hopt, Oxford University Press, 2002. 

Kahn, Charles. 1985. “Optimal Severance Pay with Incomplete Information.”
Journal of Political Economy 93(3): 435–51.

Kikeri, Sunita. 1999. “Privatization and Labor: What Happens to Workers When
Governments Divest?” Technical paper 396. Washington: World Bank.

Kikeri, Sunita, John Nellis, and Mary Shirley. 1992. “Privatization: The Lessons
of Experience.” Washington: World Bank.

La Porta, Rafael, and Florencio López-de-Silanes. 1999. “The Benefits of Privati-
zation: Evidence from Mexico.” Quarterly Journal of Economics 114(4):
1193–242.

La Porta, Rafael, Florencio López-de-Silanes, and Andrei Shleifer. 2002. “Gov-
ernment Ownership of Banks.” Journal of Finance 57(1): 265–302. 

———. 2003. “What Works in Securities Laws?” Working paper 9882. Cam-
bridge, Mass.: National Bureau of Economic Research.

La Porta, Rafael, Florencio López-de-Silanes, and Guillermo Zamarripa. 2003.
“Related Lending.” Quarterly Journal of Economics 118(1): 231–68.

La Porta, Rafael, and others. 1997. “Legal Determinants of External Finance.”
Journal of Finance 52(3): 1131–50.

———. 1998. “Law and Finance.” Journal of Political Economy 106(6):
1113–55. 

———. 2000a. “Agency Problems and Dividend Policies around the World.”
Journal of Finance 55(1): 1–33.

———. 2000b. “Investor Protection and Corporate Governance.” Journal of
Financial Economics 58(1): 3–27. 

———. 2002. “Investor Protection and Corporate Valuation.” Journal of Finance
57(3): 1147–70. 

Lerner, Abba P. 1972. “The Economics and Politics of Consumer Sovereignty.”
American Economic Review 62(2): 258–66. 

López-Calva, Luis F., and Juan Rosellón. 2003. “The Distributive Impact of Pri-
vatization: The Case of Mexico.” IPD working paper 2003-3. Puebla, Mexico:
Universidad de las Américas.

López-de-Silanes, Florencio. 1994. “A Macro Perspective on Privatization: The
Mexican Program.” In Macroeconomic Aspects of Privatization, edited by
Santiago Levy and Lars E. O. Svensson. Washington: World Bank. 

———. 1997. “Determinants of Privatization Prices.” Quarterly Journal of Eco-
nomics 107(4): 965–1025.

———. 2002. “The Politics of Legal Reform.” Economía 2(2): 91–152.
López-de-Silanes, Florencio, Andrei Shleifer, and Robert W. Vishny. 1997. “Pri-

vatization in the United States.” Rand Journal of Economics 28(3): 447–71.

108 E C O N O M I A ,  Spring 2004

2085-02_Chong-rev.qxd  5/28/04  15:23  Page 108



López-de-Silanes, Florencio, and Guillermo Zamarripa. 1995. “Deregulation and
Privatization of Commercial Banking.” Revista de Análisis Económico 10(2):
113–64.

Lora, Eduardo. 2001. “Structural Reforms in Latin America: What Has Been
Reformed and How to Measure It.” Working paper W-466. Washington: Inter-
American Development Bank, Research Department.

Lüders, Rolf J. 1991. “Chile’s Massive SOE Divestiture Program, 1975–1990:
Failures and Successes.” Contemporary Policy Issues 9(4): 1–19. 

McKenzie, David, and Dilip Mookherjee. 2003. “The Distributive Impact of Pri-
vatization in Latin America: Evidence from Four Countries.” Economía 3(2):
161–218. 

Megginson, William, Robert Nash, and Matthias van Randenborgh. 1994. “The
Financial and Operating Performance of Newly Privatized Firms: An Interna-
tional Empirical Analysis.” Journal of Finance 49(2): 403–52.

Megginson, William, and Jeffry Netter. 2001. “From State to Market: A Survey of
Empirical Studies on Privatization.” Journal of Economic Literature 39(2):
321–89.

Mueller, Denis G. 1989. Public Choice. Cambridge University Press. 
Nellis, John. 1999. “Time to Rethink Privatization in Transition Economies?”

Discussion paper 38. Washington: World Bank, International Finance
Corporation. 

Nellis, John, and Sunita Kikeri. 1989. “Public Enterprise Reform: Privatization
and the World Bank.” World Development 17(5): 659–72.

OECD (Organization for Economic Cooperation and Development). 2001.
“Recent Privatization Trends in OECD Countries.” Paris.

Perotti, Enrico. 1995. “Credible Privatization.” American Economic Review
85(4): 847–59.

Petrazzini, Ben, and Theodore H. Clark. 1996. “Costs and Benefits of Telecom-
munications Liberalization in Developing Countries.” Working paper. Hong
Kong University of Science and Technology.

Pinheiro, Armando C. 1996. “Impactos microeconômicos da privatização no
Brasil.” Pesquisa e Planejamento Econômico 26(3): 357–97. 

Pombo, Carlos, and Manuel Ramírez. 2004. “Privatization in Colombia: A Plant
Performance Analysis.” In The Truth about Privatization in Latin America,
edited by Alberto Chong and Florencio López-de-Silanes. Stanford University
Press. Forthcoming

Przeworski, Adam. 1991. Democracy and the Market: Political and Economic
Reforms in Eastern Europe and Latin America. Cambridge University Press.

Rama, Martin. 1999. “Efficient Public Sector Downsizing.” World Bank Eco-
nomic Review 13(1): 1–22.

Ramamurti, Ravi. 1996. Privatizing Monopolies: Lessons from the Telecommuni-
cations and Transport Sectors in Latin America. Johns Hopkins University
Press.

Alberto Chong and Florencio López-de-Silanes 109

2085-02_Chong-rev.qxd  5/28/04  15:23  Page 109



———. 1997. “Testing the Limits of Privatization: Argentine Railroads.” World
Development 25(12): 1973–93.

Ramamurti, Ravi, and Raymond Vernon. 1991. “Privatization and Control of
State-Owned Enterprises.” EDI Development Studies. Washington: World
Bank.

Ramírez, Miguel D. 1998. “Privatization and Regulatory Reform in Mexico and
Chile: A Critical Overview.” Quarterly Review of Economics and Finance
38(3): 421–39.

Ros, Agustín. 1999. “Does Ownership or Competition Matter? The Effects of
Telecommunications Reform on Network Expansion and Efficiency.” Journal
of Regulatory Economics 15(1): 65–92.

Sáez, Raul. 1992. “An Overview of Privatization in Chile: The Episodes, the
Results, and the Lessons.” Consultancy report. Santiago, Chile: CIEPLAN.

Sánchez, Manuel, and Rossana Corona. 1993. “Privatization in Latin America.”
Washington: Inter-American Development Bank, Centers for Research in
Applied Economics.

Sheshinski, Eytan, and Luis F. López-Calva. 2003. “Privatization and Its Benefits:
Theory and Evidence.” CESifo Economic Studies 49(3): 429–59. 

Shleifer, Andrei. 1998. “State versus Private Ownership.” Journal of Economic
Perspectives 12(4): 133–50.

Shleifer, Andrei, and Robert W. Vishny. 1994. “Politicians and Firms.” Quarterly
Journal of Economics 109(4): 995–1025.

———. 1996. “A Survey of Corporate Governance.” Working paper 5554. Cam-
bridge, Mass.: National Bureau of Economic Research.

Stiglitz, Joseph. 2002. Globalization and Its Discontents. Norton. 
Torero, Máximo. 2004. “Impacts of Privatization in Peru on Firm Performance.”

In The Truth about Privatization in Latin America, edited by Alberto Chong
and Florencio López-de-Silanes. Stanford University Press. Forthcoming. 

Torero, Máximo, and Alberto Pasco-Font. 2001. “El impacto social de la privati-
zación y de la regulación de los servicios públicos en el Perú.” Working paper
35. Lima, Perú: Grupo de Análisis para el Desarrollo.

Torero, Máximo, Enrique Schroth, and Alberto Pasco-Font. 2003. “The Impact of
Telecommunications Privatization in Peru on the Welfare of Urban Con-
sumers.” Economía 4(1): 99–128. 

Trujillo, Lourdes, and others. 2002. “Macroeconomic Effects of Private Sector
Participation in Latin America’s Infrastructure.” Working paper. Washington:
World Bank.

Vickers, John, and George Yarrow. 1988. Privatization: An Economic Analysis.
MIT Press.

Wallsten, Scott. 2000. “Telecommunications Privatization in Developing Coun-
tries: The Real Effect of Exclusivity Periods.” Working paper. Washington:
World Bank.

110 E C O N O M I A ,  Spring 2004

2085-02_Chong-rev.qxd  5/28/04  15:23  Page 110



———. 2001. “An Empirical Analysis of Competition, Privatization, and Regu-
lation in Africa and Latin America.” Journal of Industrial Economics 49(1):
1–19.

———. 2002. “Does Sequencing Matter? Regulation and Privatization in
Telecommunications Reforms.” Washington: World Bank.

Winston, Clifford. 1993. “Deregulation: Days of Reckoning for Microecono-
mists.” Journal of Economic Literature 31(3): 1263–89.

World Bank. 2001. World Bank Privatization Database. Washington: World
Bank. 

Wruck, Karen. 1990. “Financial Distress, Reorganization, and Organizational
Efficiency.” Journal of Financial Economics 27(2): 419–44.

Yarrow, George. 1986. “Privatization in Theory and Practice.” Economic Policy
2(4): 324–64.

Alberto Chong and Florencio López-de-Silanes 111

2085-02_Chong-rev.qxd  5/28/04  15:23  Page 111


