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Cato: Privatization Deals Are “Fraught with Peril”

Friday, 06/10/2011 - 9:34 am by Matt Stoller | Post a Comment

i In a recent op-ed for Politico, Roosevelt Institute Fellow Matt Stoller argued that privatizing public assets
leads to poorer service at a higher price. Below, he responds to a libertarian critique of that piece.

Cato’s Roger Pilon, who according to his bio held “five senior posts in the Reagan administration,” responded to my piece on
infrastructure with an interesting sentiment: agreement.

Stoller does go on to criticize much of the “privatization” that’s taken place since — starting with Fannie Mae and
Freddie Mac. He’s right there: These “private-public partnerships” are fraught with peril, not least by giving
privatization a bad name, something he doesn’t consider.

I’m pleased that Pilon shares my skepticism towards privatization deals. Since Fannie worked pretty well when it was a fully
public agency, I’m not inclined to care as he does about the PR value of privatization, but | will take agreement on the
substance where | can get it. In fact, I’ll return the favor, and showcase another area of agreement between us.

The idea of “public goods” is not meaningless, but the definition has to be strict, as economists know, and the means for
privatizing ersatz “public goods” have to be clean. Given the vast public sector before us, we’ve got years of
privatization ahead. Let’s hope it’s done right.

I too hope these deals are done right. So whenever you see a private actor complaining about environmental reviews, safety
reviews, Davis-Bacon restrictions, excessive public input, or pushback against other mechanisms that a democratic society
uses to govern its own decisions, you should, as no doubt Pilon would, express skepticism that privatization is simply being
used as a way to avoid public accountability.

Matt Stoller is a Fellow at the Roosevelt Institute and the former Senior Policy Advisor to Congressman Alan Grayson. You
can follow him on Twitter at @matthewstoller.

-
o El

10f9 6/10/2011 10:48 AM



Cato: Privatization Deals Are “Fraught with Peril” » New Deal 2.0 http://www.newdeal20.0rg/2011/06/10/cato-privatization-deals-are-fraug...

dhr D0

=]

Leave a Comment

| Name (required)

| Mail (will not be published) (required)

| Website

Submit Comment |

Braintrusters

john a. powell

2 of 9 6/10/2011 10:48 AM



Cato: Privatization Deals Are “Fraught with Peril” » New Deal 2.0 http://www.newdeal20.0rg/2011/06/10/cato-privatization-deals-are-fraug...

Joseph Stiglitz

June Carbone

Randall Wra

Mark Schmitt

30f9 6/10/2011 10:48 AM



Cato: Privatization Deals Are “Fraught with Peril” » New Deal 2.0

4 0of 9

e

o =
Marshall Auerback

Matt Miller

b

Maya Rolc!_<eymoore

o

Jal Mehta

Meizhu Lui

Michael Waldman

Sarah Phillips

Rev. Jim Wallis

http://www.newdeal20.0rg/2011/06/10/cato-privatization-deals-are-fraug...

6/10/2011 10:48 AM



Cato: Privatization Deals Are “Fraught with Peril” » New Deal 2.0

50f9

Rob Parenteau

Robert Dallek

Robert Johnson

Robert Kuttner

Sean Wilentz

e Andrew Rich

e Ann O'Leary
e Anna Burger

o Arjun Jayadev
e Barbara Arnwine

e Bill Black

http://www.newdeal20.0rg/2011/06/10/cato-privatization-deals-are-fraug...

6/10/2011 10:48 AM



Cato: Privatization Deals Are “Fraught with Peril” » New Deal 2.0

6 of 9

Bo Cutter

Brigid O'Farrell
Bruce Judson
Christopher Hayes
Daniel Berger
David Woolner
Deepak Bhargava
Ellen Chesler

Eric Liu

Stanley Greenberg
Harvey J. Kaye
Heather Gerken
Hendrik Hertzberg
James K. Galbraith
Jeff Madrick

Jie Chen

Jim Carr

Joe Conason

Joe Costello

john a. powell
Jonathan Alter

Joseph Stiglitz
June Carbone

Randall Wray
William Leuchtenberg

Goodwin Liu
Marcia Dyson
Mario Seccareccia
Mark Schmitt
Marshall Auerback
Matt Miller

Matt Stoller

Maya Rockeymoore
Jal Mehta

Meizhu Lui
Michael Waldman
Mike Konczal
Mike Lux

Sarah Phillips

Rev. Jim Wallis
Rob Parenteau
Robert Dallek
Robert Johnson
Robert Kuttner
Samuel Issacharoff
Sarah Hicks
Thomas Ferguson
Wallace Turbeville
Sean Wilentz

Featured Post

http://www.newdeal20.0rg/2011/06/10/cato-privatization-deals-are-fraug...

'Selling Us Short: The Limits of Markets (and Governments)," with Joe Stiglitzand Jim Chanos

6/10/2011 10:48 AM



Cato: Privatization Deals Are “Fraught with Peril” » New Deal 2.0

70f9

Blogroll

Alea

Alpha Sources
AlterNet

Angry Bear
Beat the Press

Bronte Capital
Calculated Risk

China Financial Markets
Clusterstock

Credit Writedowns
Econbrowser

Economic Populist

FAIR Blog

Financial Times Blogs
Global Economy Matters
Grasping Reality with Both Hands
Grist

Interfluidity

John Cassidy

Liberal Rapture
Marginal Revolution

Mark Thoma

Martin Wolf

Mish’s Global Economic Analysis
Mother Jones

Naked Capitalism

Paul Krugman

Rortybomb
Salon’s War Room

TAX.com
The Baseline Scenario
The Bellows

The Big Picture
The Economist’s Forum

The Hearing
The Nation
Triple Crisis
Truthout

Features

Daily Digest

http://www.newdeal20.0rg/2011/06/10/cato-privatization-deals-are-fraug...

e Claiming Their Status: The Evolution of Women as Citizens

Founding Finance
The FinanceSeer
The Cutter Report

The Swipe

Legacy Lessons
New Deal Dictionary

Deal Breakers

6/10/2011 10:48 AM



Cato: Privatization Deals Are “Fraught with Peril” » New Deal 2.0 http://www.newdeal20.0rg/2011/06/10/cato-privatization-deals-are-fraug...

Econ 102

Feminomics

Young \oices

Social Security's Fiscal Fitness

The Influencers Interviews
Foreclosure 411

The Myth of the Mancession? Women & the Jobs Crisis
Financial Crisis Inquiry Commission
Navigating the Jobs Crisis

Lessons from Black History

ONE STEP for Climate Change
Words That Work

Tower Talk

World Watch

More

Working Papers

A World Upside Down? Ferguson and Johnson Take on Deficit Hysteria

Democracy in Peril: Burnham Looks at Dangerous \oter Turnout Trends

Deficit Reduction: Stiglitz Proposes Principles and Guidelines

The Stagnating Labor Market: Jayadev and Konczal Discover Unsettling Unemployment Trends

The Boom Not the Slump: Jayadev and Konczal Combat Flawed Deficit Logic

Deficits and Social Security: Page and Jacobs Expose Deliberative Forum Pitfalls

Midterm Storm Brewing: Ferguson and Chen Reveal Real Story of Massachusetts Upset

Editor’'s Picks

Mark Schmitt: Ryan Budget the “Grandaddy” of Risk Shifts to Families

Bradley Manning and the Case Against Solitary Confinement

The Story Behind Obama’s Remarks on FDR

Money and the Midterms: Are the Parties Over? Interview with Thomas Ferguson

Financial Crisis Inquiry Commission

All you need to know
about the Financial
Crisis Inquiry
Commission
Angelo Mozilo, Tea Partier?
FCIC Report: What was a Major Cause and What was Trivial?
FCIC Report: Ownership Society as Bridge to a Permanent Republican Majority
ND20 Alert: FCIC Announces Hearing on Derivatives
ISearch new deal 2.0 “

Join our mailing list -

Deal Breakers

8 of 9 6/10/2011 10:48 AM



Cato: Privatization Deals Are “Fraught with Peril” » New Deal 2.0 http://www.newdeal20.0rg/2011/06/10/cato-privatization-deals-are-fraug...

90f9

George Will
“Before we go into a new New Deal, can we just acknowledge that the first New Deal didn’t work?”
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What is the Glass-Steagall Act of 19337
The Glass-Steagall Act was introduced during the Great Depression by former Treasury Secretary Sen. Carter Glass (D-VA)
and Chairman of the House Banking and Currency Committee Rep. Henry B. Steagall (D-AL).
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