
State 
responsibility 
for... 

Normative justifications for state intervention in the water supply and sanitation industry 
as part of water management systems 

Justice, 
social equality 

Social cohesion, ethics Efficiency 

Provision of infra-
structure services 
(“provision”), parti-
cularly by means of 
state ownership 
and operation 

In principle, access to infra-
structure is guaranteed to all; 
public-orientated pricing by 
means of state (municipal) ow-
nership of systems 

Collectively established infra-
structure, communal use as 
core element of municipal ful-
filment of duties; non-discrimi-
natory access; water has spe-
cial properties as an economic 
good (vital nourishment, lack 
of substitutions) 

Clean water (especially drinking 
water) and environmentally 
responsible wastewater treat-
ment: public good (protection of 
public health, soil protection 
and protection of bodies of wa-
ter); external effects (avoiding 
environmental damage); infor-
mation asymmetries between 
providers and consumers 
(users) 

Financing and 
source of funds for 
providing infra-
structure (“finan-
cing”) 

Supporting the development 
and operation of infrastructure, 
access by households on lo-
wer incomes, infrastructure 
provision even in regionally pe-
ripheral and/or economically 
disadvantaged areas 

Guaranteeing access to vital 
nourishment; avoiding privati-
sation of profits (or mutualisa-
tion of losses) 

Very long service life for infra-
structure (natural monopoly); 
promotion of positive external 
effects (health, environmental 
protection); insecurities and 
uncertainties 

Regulating the 
market mechanism 
(supplier, deman-
der, access, prices) 
(“regulation”) 

Avoiding exploitation of mono-
poly positions, affordability of 
water supply and wastewater 
disposal 

Basic human right to clean 
water (see Sustainable Deve-
lopment Goals – SDGs, etc.) 

Provision of drinking water and 
sanitation: natural monopoly; 
regulation of price, quality, net-
work; external effects, public 
goods 

Table 1: Provision, financing and regulation of public goods and services: normative analysis 

of the justifications for state intervention in water management systems 

Note: The “strength” of the arguments for state intervention in the water supply and sanitation industry, represented 

by the darkness of the grey boxes, is based on the economic arguments specified in the text, in conjunction with a 

judgement by the authors. 

Source: Authors’ representation and design, partly based on Unger et al. (2017) as well as Young and Haveman 

(1985). 

The assessment of the significance of different arguments is shown by grey shading. Particularly stri-

king are those efficiency arguments that focus on technical aspects and aspects of land use within 

the provision of infrastructure. Regardless of questions of provision, infrastructure in water manage-

ment systems represents durable networks in the form of natural monopolies connected by strong, 

external effects (health and environment). Additionally, financing for infrastructure should be secured 

in the long term; information asymmetries or absence of and/or incorrectly estimated future expecta-

tions mean there is a requirement for long-term planning. 

Clear arguments in favour of state services can also be seen in relation to the provision of infrastruc-

ture; however, these seem less persuasive than those in the area of financing and regulation, as 

provision itself can take various forms. 

In addition to justifying state action based on efficiency, Table 1 also shows two more aspects which 

support a clear role for the state in infrastructure policy. Firstly, this is the state’s role in guaranteeing 

social cohesion and social equilibrium and in ensuring justice, equal opportunities and oppor-

tunities to participate. Even if infrastructure provision would be more efficient through private play-

ers, the state would nevertheless have a regulatory role to play, if access to or the price of services 

(e.g. vital nourishment) were distributed unfairly. The equalising role in the field of providing services 

results from every individual’s basic access to infrastructure, regardless of income or wealth, for exa-

mple. In the field of financing, there are arguments for supporting fees by granting state subsidies 


