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The fall of communism has coincided with the rise of market economies in individual countries and in the international political economy. The growth in market economies, in turn, spreads a social ideology and a particular set of institutional arrangements that shape the productive activities of societies. It is important to be clear about what particular ideologies and institutional arrangements we have in mind when we talk about about "marketization," or "privatization.

1.0. Marketization and Privatization as a Social/Political Ideology

"Marketization" and "Privatization" present themselves explicitly as ideas about how social institutions ought to be arranged to ensure that collectives use their resources most effectively to accomplish the goals that individuals in the society judge to be important for themselves individually, and for their (more or less idiosyncratic) views of what would be good for society as a whole. Yet, it is important to recognize, I think, that the idea relying on markets and private enterprise to accomplish important social purposes functions as a political philosophy or as an ideology as well as a guide to the construction of particular social institutions. The ideas of marketization and privatization celebrate particular individual and social virtues as well as provide a blueprint to the organization of social institutions. It is an ideology that is believed by many to emphasize:

·  individualism over any important conception of recognized interdependence or collectivist commitment;  

· materialism and consumption of goods and services over the search for spiritual growth and moral virtue as the path toward the good life

· competition over co-operation as an important spur to productive activity and the discovery of important means for achieving results

· pragmatism over idealism as way of orienting oneself to social work and motivating others to participate

· short-run consumption over long run conservation and patient investment

While these ideas may or may not be logical entailments of a commitment to marketization, and while we can all see the ways in which the opposite political ideologies can be used as devices to destroy freedom and waste productive activity, we must reckon with the fact that marketization is perceived (and opposed) by many on the grounds above. And, insofar as it succeeds, it may be giving moral and social license to the values and conduct described above. 

2.0. Marketization and Privatization as Guides to Institutional Arrangements

Whatever the connotations of "marketization" and "privatization," their denotative meanings refer, I think, to a set of ideas about how institutions and decision-making structures ought to be set up in society to ensure the "maximum good for the maximum number." Often, these institutional arrangements are justified on the apparently neutral ground that they are more "efficient" and "effective" in accomplishing social results. And so they may be. 

But it is important to keep in mind that two quite different ideas of efficiency and effectiveness are embedded in this general claim. One is the idea that the market will develop efficient and effective technologies or methods for producing any given desired result. That result is ensured over the long run by the desire of entrepreneurs to make money, and the fact that they can do so if they are allowed to keep the benefits of finding a more efficient technology for producing a given result; and over the short run by the existence of competition among firms. 

The second is the idea that the market will be efficient not simply because it finds effective means for producing results, but also because the market focuses the attention of potential producers of producing what individuals want. This is the importance of the idea of "consumer sovereignity." The market is judged to be efficient not only because it produces goods and services at the lowest possible cost (given today's technologies) and provides incentives for producing more efficient technologies in the future, but also because it doesn't waste time, effort and material on producing things that people don't want. Or, it systematically weeds out and eliminates those enterprises that are not producing goods and services that individuals want, and therefore guards against a kind of social waste.

It is of no small import, I think, to understand that the ideas of marketization and privatization give enormous weight and standing to individual desires, aspirations and preferences. This is the sense in which these are fundamentally liberal ideas. They essentially start from the premise that the only important arbiter of value is the individual. That is as true in markets when people are buying deodorant, or choosing among colleges, or buying art, or deciding where to sell their labor, as it is in political forums where individuals cast their vote for a particular candidate who offers a particular vision of society, or in a referendum that decides whether something is or is not a problem that ought to be addressed using the collectively owned powers of government. These ideas are profoundly suspicious of the idea that a collective -- a "we" -- that can have desires and the will to accomplish collective purposes can be reliably formed from individual desires. Because of the deep respect for individual valuations and deep suspicion of collective judgments, those favoring marketization want to keep as much of the resources and productive efforts of a society under the control of the market (i.e. directed by individual consumer desires) as possible. They would also like to subject as many of the productive activities of the society (whether guided by individual consumer decisions or by collective choices made through politics and government) to the pressures of competition to ensure that the productive activities remain under pressure to be efficient.

These considerations lead to one idea of marketization and privatization that is essentially the welfare economics view of how best to organize society. In this view, the best society is one that is designed to meet as closely as possible and as efficiently as possible the individual desires of individual consumers. The consumers are thought to be people who have primarily material desires. (To the extent that they have moral or political or religious aspirations, these must be satisfied outside the domain of the market by choices they make for themselves in their own personal lives, in their communities of faith, or through the act of voting.) We know that markets will tend to produce this result in most circumstances. But there are a few things the state must do to allow the markets to work efficiently. They must protect private property, enforce contracts, deal with externalities, provide some collective goods, and so on. But the important idea here is that as much of social life as possible ought to be left to the workings of the private market in which individuals can choose as individuals what they would like to consume, how they would like to divide their time between leisure and work, and how they will live their lives outside of the marketplace. As little as possible ought to be decided collectively. As little economic life as possible ought to be governed by collective decisions to tax and spend. As little social life as possible ought to be brought under the influence of the collective using the authority of the state. The best state would be the one in which we collectively agreed to minimize the use of the state.

An alternative view would recognize the possibility that a market guided society would end up with too much economic and social inequality for individuals to feel truly satisfied or comfortable with their society. Those at the top might feel guilty. Those at the bottom would feel mad and unjustly treated. The state of the society might offend a more or less commonly shared idea of a transcendent principle of justice of fairness. In this situation, society might make one more collective decision. It might decide that it wanted to deal with inequalities of income and wealth that grew up through the workings of market processes by redistributing wealth and income in some way. Of course, this could reduce some of the incentives for entrepreneurial activity. And it might offend one idea of justice that treated one's earnings as the just reward for talent and effort (rather than luck or the unjust appropriation of the work of others). But, one could argue that a society would be "better off" either in the sense that it satisfied individual conceptions of a just society more reliably, or in the sense that it more closely approximated some transcendent principle of justice if it was organized to produce equity as well as efficiency. An efficient way (in both senses of the word) to produce the right amount of equity would be simply to transfer income and wealth and allow individuals to continue to have the right to make choices about how to spend their newly equalized income and wealth.

A third possibility, however, would be to adopt the view that a market dominated society would end up not only without enough equity, but also without enough opportunity for individuals to satisfy themselves as social, political, and communal beings, and without enough capacity to define and achieve collectively established goals. In this conception, collective decision-making (politics) and the means for achieving collectively defined goals and aspirations (government) is not a problem to be minimized; it is a desirable human activity to be embraced. Because individuals have desires to gather together and decide to accomplish things together not just a technical need to do so, because humans are political animals, a sector of society in which individuals can come together and decide what they want to do collectively is not just a technical necessity to maintain a liberal society, it is also an important part of life. From this perspective, the political/governmental world (and the voluntary third sector of associations and civil action) would be an important complement to the market in providing individuals within a society access to the good life. They would have this access not only as individual consumers and laborers, but also as neighbors and citizens and congregants.

Note, however, that one of the implications of this view is that a good society would be one in which social utility functions could be constructed and make claims on resources as well as individual utility functions. Or, put less technically, we as a society and a collective could decide that there were things we wanted to produce together: a first rate military, a reliable criminal justice system, an accessible court system, a means for guarenteeing the safety and cleanliness of the air we breathe and the water we drink, a health care system that provide a high degree of quality care and accessibility to all regardless of ability to pay, etc. In this sense, public policies that enshrine purposes as goals and means that we intend to pursue using the taxing and regulatory powers of the state all set out little social utility functions that trump individual market decisions about whether and how much of these aggregate conditions to buy. Let's call the set of goals and purposes that have been set out by collectively defined public policies as the domain the government sector. This domain competes with and shoves aside the idea that individual valuations are the only things that matter, and allows collective decision-making processes to make a claim on both the principle of individual choice and the society's overall resources. It is for this reason, that libertarians and others who think individuals are the only arbiters of value would like to keep this public domain as small as possible. But it is also for this reason that communitarians who think that a wholly individual life is both a lie and dissatisfying to individuals would allow for a much greater influence of collective processes (including but not limited to politics and government) in social life.

Assuming for a moment we accept the idea that there are collectively defined purposes we want to achieve using the powers of government to achieve them, and have thereby invaded the principles of individual choice and valuation, we might nonetheless decide that an "efficient" (in the technological sense of finding the best means for accomplishing a given result) way of achieving the result would be to rely on marketization processes such as competitive bidding and contracting, and allow both for profit, nonprofit and government entities to compete for the government contract. In effect, if we know what we want to buy collectively, we might still be willing to use competitive procurement processes to ensure that we could get what we wanted at the lowest possible price. Similarly, if we can use the authority of the state to mandate a desired level of environmental cleanup, and to apportion an initial set of property rights to pollute or obligations to clean up in a roughly fair way, then we can allow companies to trade their permits to find the lowest cost way to accomplish the government mandated goals. This is not privatization or marketization in the sense of turning over choices about what constitutes value to individuals with the money to pay for them. It is privatization or marketization in the sense that we use market mechanisms and private companies to find the most cost-efficient way of producing what we collectively decided we wanted to do.

Note that "vouchers" fit into this scheme in a very interesting and complex way. In an important sense, vouchers embody simultaneously a collective decision to finance and subsidize a particular kind of purchase by a particular class of individuals (e.g. food stamps represent a social commitment to subsidize food purchases by poor people, medicaid represents a social commitment to subsidize medical care by poor, school vouchers represent a decision to subsidize education for the rich and middle class as well as the poor, and so on.) As such, they represent a nonmarket, collective decision that a particular good is sufficiently important to individuals and to the society that the society wants to make sure that everyone gets enough of it. At the same time, they seem to enshrine the idea that the individual ought to be able to decide the particular way in which they will meet their nutritional, health, and education needs, and thus support not only the market principle of competition on the supply side (with its attractive effects on innovation, adaptation, and cost reduction), but also the principle of individual choice (individuals can pick the kind of food, health, and education they desire rather than have the collective decide for them.) 

Yet, it remains a bit uncertain about whether vouchers have really privatized and marketized the decision or left it in the collective's hands. After all, the collective has not given out money with no strings attached (as it would do in the equity model described above.) It has said to consumers that this money must be spent on particular things, and makes significant efforts to make sure that the voucher's economic power is not spent on things that the voucher was not supposed to cover (e.g. alcohol rather than cereal for the kids, faith healing rather than real medicine, etc.) Presumably, if individuals began making choices that seemed bad to the collective or not what the collective intended with the voucher program, it would constrain the choices further.

It is also interesting that it remains uncertain about the extent to which vouchers are understood to be valuable because they guarantee the maximum degree of individual satisfaction (given that the purpose has been somewhat constrained by the collectively defined purpose), or the degree to which they are judged to be valuable because they are more likely to achieve the socially defined purpose that justified giving out the vouchers in the first place (that is, they are valuable as a means of encouraging effective cooperation of the individuals who receive the vouchers in accomplishing the socially desirable goals). This difference could be revealed in the difference between thinking that educational vouchers are valuable because they increase the likelihood that parents and children will like the school they attend, or because the combination of liking the school and the competitive pressures that are unleashed and result in both significant adaptation and innovation result in achieving the desired social result, which is more educated kids. In the first, satisfaction is treated as an end in itself. In the second, satisfaction is treated as one thing that might help contribute to the efficient and effective production of what is really desired, which is the social goal of producing an educated citizenry.

Note that there is one last form of privatization that is worth thinking about: the privatization of choices about what constitutes a public purpose. That is the domain of philanthropy and voluntary civic action. So far, I have been acting as though there were two large sectors of society: the market sector in which individuals display their values by making choices in voluntary transactions, and the political/governmental sector in which individuals come together to decide what kind of society they want to live in (libertarian, liberal, or communitarian of a left or right type), what sorts of things ought to be brought into the public sphere where the powers of government can be used to deal with them, and how best government authority and money ought to be deployed to accomplish the collectively desired result. But there is also a third society in which individuals, as part of their efforts to live the good life, can decide to pursue a purpose they think is public using only their own resources, or others that can be attracted on a voluntary basis to pursue them. 

This defines a sector in which individuals make voluntary contributions to public purposes. In principle, of course, this sector need not even be protected much less subsidized by government. Indeed, in many countries, voluntary associations committed to using their own resources to contribute to public purposes are regarded as threats to the existing government, and are willfully suppressed. In a liberal society, however, rights to use one's own property for public purposes and to associate on a voluntary basis are usually protected by the state and facilitated by the existence of legal forms of various kinds. This creates a sector in which individuals or nongovernmental groups have the right to decide what constitutes a public purpose and pursue it on a voluntary basis. This is the privatization of decisions about what constitutes the public good. The charitable exemption of the inheritance tax allows John Paul Getty to decide that what Los Angeles needs is a beautiful art museum housing a mediocre collection rather than a (slightly) better endowed school system. It also allows the millions of individual donors who felt sad when President Kennedy was assassinated to endow a "living memorial" to President Kennedy at Harvard as a way of encouraging young people to go into politics.

The existence of this sector is in some ways quite stunning, and reveals the US commitment to a broad, liberal individualism. After all, one might think that if there is anything that ought to be considered a fundamentally collectivist decision, it would be the decision about what constitutes a widely accepted public purpose. How else could a collective purpose be defined than through some process of collective discussion? Yet, the US has policies that allow individuals to decide what a public purpose is, and to act on that to the limit of their own resources and others they can recruit to the cause. As noted above, this is the privatization of the definition of public purpose in almost the same sense as vouchers are (though here the decision is on the supply side rather than the demand side; or, it is on the side of influencing the collective demand side rather than the individual demand side for publicly valued results.)

3.0. Marketization, Privatization as Managerial Orientations and Techniques


There is a third sense of marketization and privatization which focuses on the adoption of certain frames of thought and social relationships in the management and operation of producing organizations.

