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Abstract

Selling state-owned enterprises to the private sector has become a popular policy for

governments all around the world.

Chapter 1 provides an historical perspective on privatization, and it describes the objectives and
the privatization techniques that have been adopted by many governments since the late 70s. The
chapter then focuses on two important issues in the privatization debate, the underpricing of
shares and the effect of ownership on performance. It reviews the most significant theoretical
and empirical contributions to the analysis of these two issues, and it introduces the questions

addressed in the remaining chapters of this dissertation.

In Chapter 2 | consider a government that first privatizes a company and then competes for votes
against a political opponent. The government’s objective is to choose the price of shares and the
level of promotional effort to maximize its total net revenues. After the sale of the company to
the public there is an election and the two parties announce what expropriation rate they would
implement if they win the political competition. | show that in this context it is optimal for the
party in power in the first period to actively promote the sale and to underprice the stock with
respect to its true value, in order to increase the size of the shareholders' interest group that will

vote for the party announcing alow expropriation rate.

In Chapter 3 | estimate the long-term impact of the British privatization program of the 70s, 80s,
and 90s, on the government's finances. For a large sample of British companies that were
privatized in the years 1979 to 1994, regression analysis shows no effect of change in ownership
on company's gross profitability. This information is then combined with estimates of all
relevant costs (implicit and explicit) and revenues for each sale, to assess the long-term effect of
the privatization policies on the government's net worth. The results show that "Selling the

State" generated considerable losses for the British Government.
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