Ownership and performance in water services revisited:
Does private management really outperform public?
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Abstract. Since the late 1970s, water services have been privatised in some developed coun-
tries in an attempt to improve performance. However, after three decades of privatisations
the superiority of private management is being questioned and several cities are returning
to public provision. In this paper we revisit the relationship between ownership and per-
formance in urban water services management using directional distance functions, meta-
frontiers and Data Envelopment Analysis techniques. The performance in the provision of
water delivery services in 70 Spanish municipalities is assessed at the level of the manage-
ment of specific production factors; moreover, we discuss whether differences in efficiency
between private and public decision units are due to either different capabilities of manag-
ers (managerial efficiency) or different technological restrictions (ownership efficiency). Our
main finding is that private management is more efficient in the use of labour input, mainly
because of the technological restrictions faced by public management units, such as legal
and institutional restrictions. Conversely, private management appears to be less efficient at
managing operational costs.
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