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Privatisation Pros and Cons 

Teacher Instructions
Privatisation is a relatively minor (and often uninspiring, for 16 year olds!) topic – whizz
through it more quickly with this simple activity that helps students to build their
notes at the same time as actively thinking about the advantages and disadvantages
of privatisation.

Students simply need to complete the table by deciding whether each given factor 
is an advantage or disadvantage of privatisation.

The task can be further developed by asking students to justify their choices, and
then ranking the advantages and disadvantages from most significant to least 
significant.

Extension
Help students to extend their knowledge by introducing the following evaluative
statements after they have completed the exercise:

In general: the impact of privatisation depends on:
1 The industry that has been privatised – some, like British Airways, work well

when the profit motive is introduced whereas other areas, such as healthcare or
education, would work less well because profit maximisation should not be the
objective of those industries

2 The effectiveness of any regulators that are needed to prevent abuse of monopoly
positions (e.g. Ofgem, Ofwat, Ofcom)

3 The degree of contestability or competition in the industry – if there are low 
barriers to entry then competition is likely to be healthy. The government can 
use a policy of deregulation to help lower barriers to entry, or relax planning 
restrictions etc.



Privatisation Pros and Cons
Look at the table below of evaluation points for privatisation in the UK – decide which are advantages 
and which are disadvantages.

Make sure that you can justify your answers. 

You may also want to rank the advantages and disadvantages, after you have categorised them, for a 
further challenge.

Advantage or 
Disadvantage?Evaluation points

The profit motive causes privatised firms to be more productively efficient and
cut costs – this should lead to lower prices for consumers.

Privatisation does not always lead to greater competition, particularly if the
companies are natural monopolies e.g. telecoms infrastructure, gas pipes, rail
network.

In a nationalised industry, the gov’t may employ too many people, because 
they are concerned with employment figures rather than using good “business
sense”.

Natural monopolies that are state-owned focus on allocative efficiency and 
ensuring access for all, rather than being motivated by profit and setting higher
prices.

Selling off nationalised firms generates just a one-off increase in revenue for the
gov’t, and prevents the gov’t from benefiting from future increases in profit.

In a nationalised industry, gov’ts may be too focused on the short-term and
winning election votes (“rent seeking”) rather than improving the business for
long-term growth.

Privatised firms face pressure from their shareholders to behave efficiently.

The profit motive should be unimportant for many public-sector industries e.g.
healthcare and education.

Privatisation means that the gov’t loses out on dividends from profitable 
companies – those dividends instead go to wealthy shareholders rather than
the general public.

Privatisation can lead to greater competition e.g. telecoms providers, airlines,
which increases efficiency.

Selling off nationalised firms can generate extra revenue for the gov’t.

Privatisation can lead to private sector monopolies, which then need to be 
regulated – running a regulator can be expensive.

Privatisation can lead to too much industry fragmentation e.g. who has 
responsibility for safety on the railways? Are there too many fare options for
passengers?

Private companies owned by shareholders can have a very short-term focus
because shareholders want dividends – this can cause investment by firms to fall.

Private companies tend to be more responsive to the needs of consumers, so
quality of service is often higher than in a nationalised industry/


