
 Institutional options 

 
Public provision and ma-

nagement 

Delegated (outsourced, se-
parate) 
supply 

Private supply (monopoly) 

Primary instrument of 
governance 

Administrative procedures 
(bureaucracy, New Public 
Management) 

Contracts 
Regulation by independent 
and discretionary authori-
ties 

Sources of competition 
(incentives, increased 
efficiency) 

Public tendering proce-
dures, internal administra-
tive sources of competition; 
efficiency incentives for po-
tential outsourcing to pri-
vate suppliers or privatisa-
tion 

Tendering and bidding pro-
cesses, public opinion 

Regulation and restriction 
of price and revenue; yard-
stick competition; mergers 
and acquisitions 

Significant problems in 
governance 

Political influences, limited 
incentives for efficiency 
(static, dynamic) 

Incomplete contracts, 
transaction costs, competi-
tive advantages for compa-
nies already on the market 

Asymmetrical information, 
impact on setting stan-
dards, quality control (mo-
nitoring) 

Evaluation and 
monitoring 

Personnel surplus capa-
city, lack of implementa-
tion, cross-subsidies, muni-
cipal debt 

Vertical integration and 
transfer prices, re-negotia-
tion, investment and risk 
distribution, strategic plan-
ning 

Evaluation/comparison of 
costs, need for investment, 
cost rollovers, hidden pro-
fits 

Risk for (private) 
investors 

Excessive municipal debts, 
political priorities (e.g. price 
support) 

Contract implementation, 
lack of post-negotiation op-
tions for cost increases 

Outflow of free funds (profit 
distributions), unrealistic 
efficiency targets, improved 
information for regulators 

Possible mixed forms 
Operator contracts, project 
financing, collective supply 
(co-operatives) 

Leasing agreements, ope-
rator contracts, institutional 
PPPs 

Publicly listed corporations, 
privatisation and financiali-
sation 

Table 2: Options for governance and competition as well as model variables of a stylised 

public, delegated and private infrastructure supply in water management 

Source: Authors’ representation and expansion based on Massarutto (2016). 

With a view to the alleged efficiency disadvantages4 of public companies, recent years have seen the 

results indicators of public companies contrasted with those of private companies with increasing vi-

gour. In this matter, it has become clear that public companies score at least as well as (and 

certainly not worse than) private companies with regard to the usual business figures. In relation 

to innovation, too, public companies are not lagging behind private companies, contradicting one of 

the key arguments of public sector economics (i.e. New Public Management) (Florio, 2014; Lieberherr 

et al., 2016a).  

In the water management sector, private provision is therefore primarily hindered on economic 

grounds, and does not result in cost savings (see e.g. Clifton and Díaz-Fuentes, 2013; Yarrow et al., 

2009). 

 The creation of “competition” is fundamentally difficult in a market which displays the properties 

of a natural monopoly. Even if outsourcing the ownership or provision of services to private 

                                                      
4 Levels of efficiency are measured against the central benchmark of cost savings and reduction of prices. As part of 

this study, the assessment criteria for comparing systems have been broadened significantly. In addition to prices, 

we give particular consideration to questions of regulation, management and affordability as well as a range of 

environmental factors. However, as this particular field of infrastructure is planned and operated on a long-term 

basis, the organisation of framework conditions should be stressed just as much as the question of private invest-

ment, especially with regard to financialisation (Chapter 6). 


