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Abstract

Although the superior performance (in terms of piitlity or technical efficiency) of private vs gid
firms has been widely documented (Meggison andele2001 and Estriret al., 2009), only a dearth of
paper has gone beyond simple productivity or edficy comparison finding that the latter tend to be
overstaffed (Borghét al., 2010) and have a lower growth rate of produgti¢iilrich et al., 1994).

We exploit a proprietary database covering the maiyp industry in Italy to contribute to the liteua¢ on
the specific production choices of public ownednfr leading to their lower performance. We use a
longitudinal dataset containing information onzil Italian motorway concessionaires over the y&ae2-
2007, mostly of which have been privatized withire tyears covered by our data. By estimating a cost
function through a SUR model with fixed effects, aanfirm the previous results (Benfratedibal, 2009)
that a significant technological progress of theeorof 0.3% per year and a cost advantage of grifilahs

of 2% exists. We then depart from previous litemty showing the non neutral (labor saving) natfre
technical progress, mainly because of the intradnatf new technologies for toll payments. We disad
that private firms enjoy a higher technologicalgrmess than public ones, thereby showing that pratdn
does not lead only to a one-shot increase in ptodtycbut also a higher growth rate over time. &y, we
find that only private firms enjoy a non neutrathaical progress: faced with the new technological
opportunities, private firms introduce the new tedogy whereas public ones do not.

The finding of a different reaction to labor savitaghnical progress of public and private firmsaisew
empirical results that qualifies previous findirgfsa lower productivity performance of public firmBhis
finding has several theoretical justifications: theditional view in public finance and welfare aomics
(e.g. Musgrave, 1954; Atkinson and Stiglitz,1986stieau, 2009) which stresses the “social roleygiaby
public firms and ensuing multidimensional objecsivemong which employment policies; the theory of
incomplete contracts (Hart, Shleifer and Vishny924%nd Shleifer, 1998) which posits that managers i
public firms have relatively weaker incentives taka innovation and cost reducing investments; ¢cent
strand of political economy literature (e.g. Sleeidnd Vishny, 1994, 1998; Besley, 2006) which gatses
that state-owned enterprises may have assignedrtdidt objective functions, involving the pursuit of
politicians’ individual goals.



