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Local public enterprises have an important role in public service provision.

!
&FGHIIJKLIMG!NOPNQJQMRNRI!S&41TIQNIJQNRNOP!H!IIFIKIHQ!UFVN!FW!IIKLIMGIRNQXMGN!VNIN
)OI'1IKQFINZ!I N\N@WHKRN!FW! &41RIMRIJHQPMGKIHQIY!JQFOFKOGNVZ!IFGHI'TFXNQOUNOPR!KRN!!
NOPNQJQMRNR! MOPN]QHPNV! MOPF! P\N! HYUMOMRPQHPMFO! LKP! HIRF! "?Z<<<! IN]JHIIY! MOVN
\MG\P\NY!F[O!'HP!INHRP!JHQPMHIIY$!+\N!KRN!FW!&41R! XHQ M NN NBIGHRZ RINHPRYHOV!MR!
IHQINIY!'VNPNQUMONV!ILY!P\N!HIIFGHPMFO!FW!JKLIMG!RNQXMGN!VNIMXNQY!LNP[NNO!JKLIMG!
[NITHR!P\N'WKOGPMFOHI'VNGNOPQHIMAHPMFO!MO!WRVRNQNIMRYAR REKSRSANTR ! HINBHGPMXN!
MOIJKLIMG!RNQXMGNWINMRNQYY!:<<!&41R!N'MRP!MO!(EKP\|@FQNH$

I

LPEs are active in a wide range of services, very often in basic infrastructure services where market

failures or high transaction costs are present.

!

+YIMGHI'HQNHR!FW!FINQHPMFO!WFQ!&AMEB! RIRGXRHRBNIGH BN QHIDMV!IRNEPN!GFIINGPMFOZ!
NINGPQMGMPY!VMRPQMLKPMFO!LKP!HIRF!IKQLHO!JIHOOWODHRNE VNG MIAYRRAFDMWMNV!
LY'\MN PQHORHGPMFO! GFRPRZ! OHP KAHHOMI PPN RININBHQbNP! WHMIKQNR$! SNRIMPN! P\MR! ]
PNOVNQOGWION! HQN! IHQIN! VMWWNQNOGNR! LNPRO! @ BADEQMNRBNQ! JQFXMRMFO! MR!
IHQINIY! JKLIMG! MO! UHOY! GFKOPQMNRZ! JQMXHPN! GFUJHOMNR! GHO! LN! KRNV! PF! QNJIH
UKOMGMJIHIMPMNR! FWPNO! GFOPQHGP! P\N! RN QX NHEGINEXHFORU INRMYEXRKIIEHRN R ! JQMXHPN!
QNJMFOHIIIQF#MVNQR

I

From an organizational governance perspective we can distinguish 1) directly managed LPEs, 2)

corporatized LPEs, 3) intermunicipal cooperation, and 4) mixed public private LPEs.

!

'IP\FK\!' GFKORRINGMWMG! VNRVWRIINDGIGPKHI! VNRM]O! FW! &41R! N"MRP! HOV! UHbN! GFUJ
VMWWMGKIPZ! H! GFUIQN\NORMXN! PH FOFUY! FW! &41R! GHODNYHQNRNIQIMNS HMORPZ! VMQNG
UHOH]INV!&41R'HQN!G\HQHGPNQMANVILY!P\N!WBGERORHFNPINMERNONGMRMFO!QM\PR$!'IPNQO
JFXNQOHOGN!PYJINR!QNcKMQN!P\N!GQNHPMFO!FW!H!INJHITY!RNJHQHPN!FQJHOMMHPMFOZ![\NQ
PFIRKQQNOVNQ!VNGMRMFO!QM\PR!HP!INHRP!JHQPMHIIY$!%FORNCKNOPIYZ!GFQJFQHPM”NV!



PYJNIFW!&41Z!\MG\IMR!F[ONVIN' GIKRMXN [FXN@ENNTH LK P! VNGMRMFO!IQM]\PR!IMN![MP\PANIW
UHOHINUNOP$!)W!P\N!IJTFXNQOUNOP!WKQP\NQ!JMXNR!KJ!N'GIKRMXN!GFOPQFI!HOV! FJONQR\MJ:
JKLIMG! FQ! JQMXHPN! JHQPONQR! LNGFUN! JFRRMLINS! +\N! P\NIQA HRI\H QK K@Y INR!
MOPNQUKOMFRINDHPMEDR UM 'NV! JKLIMG! JQMXHPN! JHQPONQR\MFRZ! [NNODKF IRINR | HP
JQMXHPNIR\HQN!MO!FIONQR\MJ$

I

The main trends among LPEs relate to efforts of public sector reform and the adoption of

alternatives to direct provision—corporatization, private sector involvement, and cooperation

among local government.

!

)O! P\NIRNHQG\! WFQ! NIWAMMGNMNQGHNV! [FXNQOHOGN! HIPNQOHPMXNR! PF! VMQNGPIY! UHOH]N'
LNGFUN! JFIKIHQ! [MP\I IFGHI! [FXNQOUNOPR$! )ORPNHV! F\WZ QRRP! IGNDNHEMWHRNMDIR! \HXN!
RNBIQHPNV!NOPNQJQMRN!FINQHPMFOR!WQFU! PAN'HVUMOMRPQHPMXN!LFVYZ!NMP\NQ! QNUI
NOPNQJQMRN!FQ!LQMOIMO]!MO!H!IJHQPONQ$!)O!P\NIWFQUNQ!GHRNZ!M$N$!GFQIFQHPM HPN
FWW! PHRDR! FQ! \FIN! VNJHQPUNOPR! MOPF! H! JKLIM®  HEMORN @O HEW! HINOPMWMGHPMF
JFRRMLIY!P\N!RMO]INIUFRP!MUJFQPHOP! PQNERHWRINEATRVBONQPKHITY!HII!,1%8! GFKOPQMNR
P\MR! JKQJFRN! H! OKULNQ! FW! GF@RONINIFH Y Z! *QEGEN! HIHO! HVHIPNWIGNRHI!
WQHUNI[FQb! PF! HIF[! WHQIEFRQINV! WRRRGRAGHPNV! [MRA! FMRO! P\N! MOGQNHRNV! MOPNQNRP
JOMXHPN!RNGPFQ!JHQPMGMVHRPRAIROAMIGRMRIRRI KIHPMFOR! QN]JHQVMOJ'UM 'NV!FIONQR\MJI\H)
LNNO!RKLANGP! PFIG\HOIN$! -FP! RKQJQMRMO]IYZ! JKLIMG! JQMXH P NPKRHHONHIRANYRNFQUP\N M
\HXN!GFORNCcKNOPIY!LNNO!HOFP\NQ!JFJKIHQ!HIPNQOHPMXN!JQFXMRMFO!UFVN$!O\MIN!RFUN!
\HXN!FO]!'N"INQMIRORHRGE\! HQQHOINUNOPRZ! QNGNOP!PQNOVRI\HXN!HIRF! INV! PFI P\N! HVFIPM
JKLIMG!IJQMXHPN!&41R!MO! GFKUPURIMRRIOMG! JQFXMRMFO![HR!P\N!OFQU$!*MOHIIYZIMORPI
RMUJBOQMXHPN!IJHQP QEIQRRMONQ RNBRINGEGHI'TFXNQOUNOPRINRKERWWONVIMO!MUJFQPHOGN!
MO!QNGNOP'YNHQR$

I

Local governments choose different types of LPEs for pragmatic reasons. Political and institutional

factors, however, also play a role.

!
2NXMN[MO]'P\AN!'NUIMOQMGHI'RPKVMNR!GFUJHQMOY]! P\N!NWW NF@&HN BENO FWENAMMGRICPINP Y J
HQMRNR!HOV!P\N!NXMVNOGN!JFMOPR!PF[HQV! OF! GINHQ!NWWMGMNOGY!HVXHOPH]N! FW! FC
G-ORMRPNOP![MP\IP\N!MVNH!FW!PQHORHGPMFO!GFRP!NGFOFUMGR!RK]INRPMO]'P\HP!IFXNQC
VNIMLNQHPNIY!MO!FQVNQ!PF!IQNVKGN!PQHORHGPMFO!GFRPR$! QIHOMMHPMFOHI'VNGMRMFC
IHQINIY!LHRNV!FO!PQHORHGPMFO! GPFRRRIQBHRSYBIFQOHGPMO]' VMWWMGKIPMNRS$! ;FQN! GFU



PHRbR!HQN!PYJMGHIIY!OFP! GFOPIgHGEREMDFXRIVKF! P\QFK\!H! &41$! +\N!UFQN! VMRGQNPMFO!+
GFOPQFI!'P\N!IFXNQOUNOP!VNNUR!ONGNRRHQ YZPRAVNRUFEIRN I MENAIM]QHPNV!&41RIHQN!G\FRNO$
4HQPONIRIMP\IIKLIMG!FQ!JQMXHPN!IJHQPONQRINMRNMRBRMRBIRIFMANV ! IKONIYHHFGHIIJIQFXMRMFC
FQ!MO!P\N!RNHQG\'WFQ!N"'PNQOMRGHIHOWRWNRIOHOGN SIONRBVRNR Q\HOVZ!IJIFIMPMGHI!
WHGPHJEBIHY!HIQFINIHOV! UHY! JFPNOPMHRWIQXEIROTO! FW! GFRP!NGFOFUM”AMO]! [JFXNQOH(
PYJNR$

Although alternatives to directly managed LPEs solve some institutional challenges for local

governments, new challenges are created by their adoption.

!

SMQNGPIY! UHOH]INV! &41R! HON! WHGNV! [MP\! HIIQKINIRKQFVARB\PNQQMPFQMHI! QNRPQMGPMF
QNRFKQGN! QNRPQMGPMFOR! MO! PNQUR! FW! WMOHOGN! HOV! RbMII$! +\N! PQNOVR! FW! GFQ
MOXFIXNUBHOR/!MOPNQUKOMGMJIHI!GARNRINFBNWEOYMG!QNRIFORNR!PF!IP\NRN!G\HIINOJNR$!+\NI
FW!IKLIRISGPFQ! QNWFQU! INHVZINFINXNQZ! PFION[! MORPMPKPMFOHI!G\HIINOINR!WFQ! P\N!IFG
JHQPONQR\MJIRZINRINGMHIIY![MP\IIQMXHPN!JHQPONQRZ!VMWWNQNOP!FLANGPMXNR!UHY\HL
HO! &41! WQFU! P\N! VMQNGP! JFIMPMGHI! VMRGQNPMFO!GRVHRF IBE8MRNRNBEERMFOR! FW
HGGFKOPHLMIMPY$! *MOHIIYZ! RPNNQMO]! P\NRN! PYJNR! FW! &41R! HIRF! QNcKMQNR! P\N! Uk
GFOPQHGPMO]'HLMIMPMNR!PFIUHOH]N!P\N!QNIHPMFOR![MP\IP\N!INJHITYIMOVNJNOVNOP!&41Z!]
HGGFKOPHLMIMPY!38QFLINUR

Despite the fact that different types of LPEs represent a trade-off between different institutional

risks, the prevalence of these risks is strongly related to the capacities of the local government.

'RIHIQNRKIP!FW!P\N!VMWWNQNOP! JFRRMLIRMABEHAVRZ! FQRYNGRGVOMIPRINOPHPMFO!
FW!GFOPQFIZ!&41! PYINRIXHQY! MONF[! JQFON!P\NY!HQN! PFIXHQMFKR! VMWWNQNOP! PYJNR! F
G\HIINOJNR$!0\NO!VNGMRMFO!QM\PRIHQN![MP\IP\NIJFXNQOUNOPZ!P\NIQMRbR!FW!JFIMPMGHI!C
FEWP! LKVINP! GFORPQHMOP! HQN! NINXHPNVS$! %FOXNQRNIYZ! [\NO! MOQGNRMFQFQOMARR! HON!
JFXNQOUNOP! PF! HO! MOVNGMMHEHRN UNORIED! N HUKRVNQ! GFQIFQHPMANV! WNNIUR! FQ! UM®
JKLIMG! JQMXHPN! HQQHOJNUNOPRTZ! QMRbR! PF! WMOHOGVIIN PN ORI RN MIMERYRH RN
HGGFKOPHLUMMRYSQ! REWWR! HQMRN! \NO! GFOPQFI! FXNQ! HO! &41! MR! WQH]JUNOPNV! LNGHK
GFFQVMOHPMFO!MOGQNHRN![MP\! UKNFMJ IN{ BRROIGRIHHRY \NPNQF]NONFKRIRMINGPMXNR
JFIMPMGHI! GHIPKQN! MEDRRRUFMCHP\MR! GHRNS! ) OXFIXMO]! JQMXHPN! JHQPONQR! SUM'NV! JI
JQFJINQPY! QM]\PRT! HGPR! HR! HO! HUNIMRARQHERARNLNG HKRKOPMQGQNHRNR! QMRbR! PF!



WMOHOGAMPN]QMPY! HOV! HGGHWIRHHRINFNZRHUN! PMUN! QNJQNRNOPIBQNYAVIURON
JHPNbNNJINQ!H]JHMORP!P\N!QMRb!FW!RFWP!LKV]NP!GFORPQHMOPR$

!

8NRIMPN!P\MR!G\HQHGPNQM"HPMFO!FW!&41R!HR!H!GFIINGINRFOHRN EQFRIHENGHH YRE FMP|
P\HP!P\N!G\FMGN!FW!&41!'HIFON!IVNPNQUMONR!P\NINXNOPKHI! QMRBOEFYRRQMEHIRNQXMGN!.
P\N! XHQMFKRKBARGRIWWNGP! JKLIMG! RNQXMGN! JQFXMRMFO!' HIRF! VNINOVR! GQKGMHIIY! FC
GHIHGMPMNR!FW!P\N!IFGHI'IRXNIMRINBIPSIOPMHI!MR!OFP!N FINOFKRIY![MXNO!LKP!XHQMNR!H:
P\N!QMRb!UHOH]NUNOP! GHIHBMWRMNRIRGPMXN!UKOMGMJHIMPY$!BHQMFKR!PYJINR!FW!GHJIH(
HOV! LHIHOGNR! LKP! HIRFFXNQOHOGNIHGMPMNR! GHO!'\NIJ! PF! QNVKGN! HOV! NXNO! ONKPQH
\HQUWKI!NWWNRBEFD MARBGREIHGMPY! LKMIVMO]!MO!PNQUR!FW! &4 1! EGRQRNCXHNIIRN-K 1V
NUJN\HRMANV! LFP\ILY! IFGHII JFXNQOUNOPR! P\NURNIXNR! LKP!' HIRF! [MP\! RKJIJFQP! WQFU! P\N!
OHPMFOHIINXNI$
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H\N!THYHIFGHIKLIMG! RNQXMGNR! HQN! UHOH]NV! HP! PAN! 1IKQFJINHO! INXNIZ! HOV!I UFQN! LQFHV
[FQIVAR!H! GQKGMHHNIRIRHMEKMPMNR! FW! FGHI! JKLIGTEDBKIRBCRIRNINRY JFIKIHPMFO!HOV!
INONQHPN! H! [HQIN! JHQP! FW! 684Z! MAMRAUNORNOPSY! MORPHIBGNI! [FXNQOUNOPR!
HGGFKOP! WFQ! QFKNIY! P[F! P\MQVR! FW! PFPHI! JKLIMG! MOXNGENINRQRM NR FERNNAISB]$! , 1%8!
SH<M"TTS

H\NRNVM]KQNRIGNRANGHH! IHQIN! VN]RINKEQKGNRIAIMAW! IFGAKNQOUNOBRIKLIMG! RNQXMGN!
VNIMXKRER JQFXMVN!IIKLIMG! RNQXMGNR! IMERPHFSQZ KR FIG! PQHEEIRFXNQOUNOPR!
\HXN! HMVN! QHOINNAMWWWNQNOP! MORPMPKPMFOHP! PQOH MR OSBRUUFO! [HIWFQ!
MORPHOGRIMQNGPPFK\H! VNJHQPUNOP! FQ! H! JFXNQOUNOR\RKOBYGQNHRMO]! MO!
QNINXH2BNMMR!MR!GFORMVNQNV!P\N!PQHVMPMFOH I![HRNIEQXY N G RRM \NRINIKKIGIIIN $

XNQ! P\N! [HRPYNHQR! UFQN! MOOFXHPMXN! [HYRN\HXN! LNNO! VNXNIFINV! HOV! HJJIMNV! P\QFK])
GFKOPQMNRZ!LKP!PF!XHQYRMQFKKINNRBEW! PANRN!HIPNQOHPMXN!HQQHOJNUNOPR!HQN!G\H
VNGQNHRNV!JFRRMLMIMPMNR! FW! GFERRSIOLNPRIHRS BE]MHRXNVMONG P! JQRNKREENMFO
OFPHLIYZ!P\NRN!HIPNGBHPOMRR! JKLIMG! JQFGKQNUNOP!HR![NII'HR! XHQMFKR! VMWWNQNOP!
AQMXHPN! 4HQPON@RRERN! .F'! "I WFQ! UFQN! MOWBQRBIPNIBORKG\ GFOPQHGPRZ! JQMXHP
GFOPQHGPFQRNAOMMQNGPIY!LY! P\N! IFGHI! [FRNPSLOFIR K WKER\N! JHYUNOP! MR! RIQNHV!
P\QFK]\FKIP\N!SIFOJTIVKQHPMFO!FW!P\N!GFOPQHGP$!

'IP\FK]'PANRNON['FXNQOHOEMNIHOINUNNRRIP\FKI\PILY!UHOY!PFIQNJIHGN!PQHVMPMFOHI'PYJN
JKLIMG!RNQXMGN! Z¥-RVERNWHDIIHY 'HO!MUJFQPHOPZ! M¥DORPRUBOMIOHBDEPFK OPQMMNR $!
HVVMPRMEQ\YLOMV!PYINR!IFW!&41IRNHXNINUNQ]INVIFXNQ!P\N!'THRP!VNGHVNR!MO!FQVNQ!PF!GF
HOV! GFOR! FW! JKLIMG! HOV! JQN)XH PNYIRNEYRBEAAAY ! LNP[NNO! JKLIMBAINKINOP! HOV!
VNINJHPNV! UHOH]NUNQMMG! RNQXMGN! IRDEXHMRMEDWE '(N)*+"$, ” (sociétés d’économie

UM PNAR! LNGFUN!H! JFRRMLIN! HI BN HAFRMNP\N! 1KQFINHO! % FUQKNOVNRYR! PF! P\NU! HR!

iy (448 ).0M"D2"3*-$& )*2-+$2,48) H\NRN! HQN! IMUMPNV! IMHLMIMPYF)GFQONOMNR! ]
GFUUNQGMHI!H[ZWRQNA!IMXNO!JIQFANGRYRIMOKLIQMXHPN!GHIMPHI$! ++\NYN\HXN!P\N!HVXHOP}
P\N! WIN'"MLMIMPY! FW! UHOH]NUNOPZ! \MIN! NORKQMO]! NWWNGPMXN! GFOPQFI! FW! P\N! HGPM
QNJQNRNOPHPMXNR!FW!JKLIMG!HKP\FQMPMNR![MP\MO!P\N!GFUJHOY$



sM'NV! GFUJHOMNIR[! Hlcontinuum! LNP[NNO! JKUIMGV! JQMXHPN! UHOH]NUNOP! FW! IFGHI! JKLIM
RNQXMGNR$! +\MR! GRNHPBKIR! XHQMFKR! VMWWNQNOP! MOR P RIF KM MIRHOINUNOPR
).0/"&'(N*+"$,  ZIWFQ! \MG\! P\N! GHIMPHI! MR! "<RHGKILINMG GFQIJFQHPM~NV! JKLIMGINOPNQJQM
H\NRN!FGHIIIELBFUIJHOMNR!I VMWWNQ!WQFU!'VMQNGP! IKLIM G R HNGHNGIN FRDFHNQN!
JKLIMG!IMUBARHNAIMPY IGFUJHOMNR![MP\IIQMXHPN!HGGFKOPMO]'QKINR$

Box 1: Public Private Partnerships

+[FIWHUMIMNR! FW! 444R! GHO! LN! KRNWKIIY! VMRPMO]KMR\NY/ FUNRY QRFIDE
QNUKONQHPMFO!RG\NUNRS$!,0! P\N! FON'\HOVZ! GFOGNRRMFO! GFOPQHG
P\N!WHGP! P\HP! JHYUNOPR! HQN! KRKHIIY! UHVN!LY! KRNQR! FQ! RKLRPHO
OKULNQ! FW! KRNQR! SN$]$! R\HVF[! PFIIRT$! ,ON! GFORNCKNOGN! MR! P®IP!
LNHQR!P\N!'VNUHOV!QMRbR!LNGHKRN!QNXNOKNR!HQN!VMQNGPIY!HOV!F
P\N! GFORKUJPMFO! INXNI$!, 0! P\N! FP\NQ!\HOVZ! 4QMXHP NSMTHEFENR QDI
HQN!G\HQHGPNQMANV!ILY!H!JHYUNOP!P\HP!MR!LHRNV!FO!HXHMIHLMIMP
P\HP! MR! KRKHIIY! MUJHGPNV! LY! P\N! GHJHLMIMPMNR! FW! P\N! FINQHPF
PHQINPR$!,ON! GFORNCcKNOGN!MR! P\HP! P\N! VNUHOV! QMRb! MR! UFQN!N'f
GFOGNRRMFOR!P\HDIMO!4*)R$
|
3HXMO]!RPHQPNV!MO!P\N!>@Z!HP!P\N! LN]MOOMO] DRI RUA R KHGRUHON
1KQFJINHO!GFK ZRINIGIRW! P\KBIRIFW! VNHIR!MR! RPMIQKIABNIAES! HP! P\N
1KQFJINHO!QHOD![MARIABIMMFOINKQFRIFW!444IVNHIRIMOH#<""$

|

%FOGNRRMFO! GFOPQHGPR! N'MRP! WFQVIRNRRIQK! 1 & §EMNIDM ERK OSIQN
*QHOGN!HRINE @ THYPNO!JQNRNOPNV!HR!HI*QNOG\ GQNHPMFO!SLFQO!KO
GFOGNRRMFO! GFOP QBIGRRNMXKNXNIFINV! FXNQIRIMEMBPKQY! PF! GFXN(
UHOH]NUNOP! FW! H! IHQ]N! OKULNQ! FW! IFGHI! JKLIMG! RNQXMGNR! S[HPN
PQHORIHOV! UHOY! FP\NQ! RNQXMGNRT! HOVI\HR! RIQNHV! FXXT@MIZINY ! G
IHRRI< YNHQR$! +\MR! PQNOV! QNWINGPR! P\N! [MIIMOJONRR! FW! IFGHI!
RKLGFOPQHGP!PFIHIJQMXHPN!INOPMPY$!

This report is interested in all those modes of local public service provision where public
enterprises are used. The critical condition is therefore the existence of a special purpose
organization, regardless of its legal status and potential private participation that is controlled by
the government with the goal of providing public services. Those kinds of arrangement are
identified below by the term local public enterprises (LPEs). While a more precise definition of LPEs
is given in the ensuing section, it should be understood that this rules out all those governance
types where a service is directly delegated or contracted-out to a private partner. As a result,
classic PPPs, such as concessions and public procurement, are not considered to be LPEs and not

covered in this report because there is no public enterprise involved.



'l GNOP®HRD!FW!P\MR!QNJFQP![MII'LN!PFIVNWMON!HOV!IVMRPMOJKMR\!PAN!VMWWNQNOP!HQQ
HOI!NGFOFUMG!JFMOBVEYWERMNR! PFQHRJ!P\NMQ! G\HQHG PNQMRP MI-RAIRRNINGEIR$IXHOPH]|
'RI[N![MII! RNEH! PH FOFURYWV! &4 TRINFRRMLINFEBMO]! HPN\F[! JQF INQP RDWNGMRMFO! QM)\PR!
HQN! R\HQNV! LNP[NNO! NGFOFUMG! HGPFQR! MOXFIXNV! MO! P\N! JQFXMRMFO! FW! JKLIMG! RNG
GFOPMOKKU!FW! JFRRMLIN!HQQHO]NUNOPR$! (KG\! H! G\HQHGPNQMAHPMFGFE[V! BHILR\NIJR! PF!
P\NY!HQN!HVHPPNWWNQOHIIJQNRRKQNR$!ON!HQ]KN!ABIPAFER QY XRYFP QNOMRINGQKIP! FWV!
N'PNQOHI!JQNRRKQNR! WHXFQMONMRYWKNINORERAIGRIFRAINQ! HIPNQOHPMXN! HGQHOJNUNOP
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Box 2: LPEs in France and Japan

Case 1: France
HNI*QNOGV'WNVNQHPMFO!FW!FGHINIKLIMG!INOPNQJQMRNR!VNWMONR!H
NOPMPY!P\HP!MR!FQJHOM"NV!KOVIIYFINP{HMRNKNER!'RNQXMGNR!FW!IN(
AKLIMG!HKP\FQMPMIRRNHRP!P\N!IUHAFOQMPY IFW!P\N!GHIMPHI!FW!P\FRN!GH
I
HONN!IVMWWNQNOP!PYINR! FW!FGHI' JKLIMG!NOPNQJQMRNR! GHQLL X! VN
(48ZHOVM &' $!' +\N! WMOHOGMO6Fa6\6' (+(1"$& I"#-$&K%1; T! MR! LFP\! JKLIMG! K
JOMXHPN! [\NMW("6-6,& ).0/"9.$,& /("*/$,&4&T! HOMN("'6-6,& ).0/"9.$,& /("*/$,&
%\*I$+*7$!$+-,& $4&" T'THON!N GIKRMXNIY!'WMOHOGNVILY!JKLIMG!GHIMPHI$!
I
X W
] vVW("6-6& %\6'(+(I"$& "#-8WS!").0/"& '(1)*+= vMR! PQHVMPMHROHI
UFRP!RM]JOMWMGHOP! PYJN! FW! IFGHI! JKLIMG! NOPNQJQMRN! M&! *
RNXNO!R\HQN\FIVNQRZ!RFUN!FW!P\NU!LNMOJ'JQMXHPN!FQJHOM"H
GFUJHOMNR! PAN! G\HULNQ! FW! GFUUNQGN! FQ! MOVKRPQY$! .NP[
JNQGNOP!FW!P\N!GHMMR!RFHIN'\NIV!ILY!IKLIMG!HKP\AFQMPMNRZ!
FQIUFGHIIHKP\FQMPMNRS$!(KG\IFGHIIIKLIMGINOPNQJQMRNR!HQN!OR
FW!P\N! IFGHI! HKP\FQMPMNR! PA\HP! HQN! WMOHOGMO]! MP$! +\NY! Gk
NOPNQJOQMERRIQ!INFIQHI\MGHRBEQRINFIRFZ!PANY \HXN!PF!F!P\RFK
KRKHIIGHI'WFQ!PNOVNQ!JIDFGNVKQNRS$!

X W
:GTVW("6-6& ).0/"9.5& /(*/$& %\*16+*7$!$+v G(*/& ).0/"& $+-$2)2",$,& A(2
1("*1&%$3%/()!$+- v[HRIGQNHPNV!MO!#<<?!HOV!QNcKMQNR!H!'UMOMU}
HKP\FQMPMNR!WFQ!RNPPMGINO RN ENWMBRNIR! N"GIKRMXNIY!WMOH
JKLIMG! HKP\AFQMPMNRS$! (KG\! &41! MR! IMUMPNV! PF! QN]JMFOHI! HO
GHOOFP!FINQHPN!FKPRMVNHaYMEPMESFENQQMPFQY $!

X W
:G—W("6-68).0/"9.5& /("*/$ vG(*/&).0/"& $+-$2)2";$\HR! LNNO! MO! NGMRP
RMOGN!#JRBIGPMXMPMNR! JF! LNYFOV! QN]JMFOHI! HOV)ROQUNB!LINHC
VNVMGHPNV!PFIGFORPQKGPMFO!FQ!HIIIbMOV!IFW!RNQRRIGRI KRR
GHOZNF[NXNQZ!FOIY!LN!N"NQM RIRNN BIRIHQN\FIVNQRNARIQQMP F
HOWIPFNFOFPI\HXN!PF!FIP\QFK\\KRKHI'GHII'WFQ!PNOVNQ!JQFGNVK

|

)Ol#<"#ZIMO*QHOGNZ! PRIONEBEINIKLIMG! NOPNQIQME BT 4 & OV Z<#7!
(L;$! A\NYNHXNT<Z<<! NUJIFY NMRHO! HOOKHI! PKQOFXN QIAWKITG? N KRIFIR! §
6QHNIA !

|

&

Y 24)4&6&F+ *&-.2+(3$2&(A&SB2$+4&/(**1&).0/" &$+-$2)BI( R 8BS+ 4&ASY$2*-"(+&(A
/(*18).01"&$+-$2)2" $, BCIECE

"E



Tourism, 8%

Housing, 31% | Regional and
Urban
Planning,
27%
Energy, 15% Business
N ~—__ Development,
_ Public 3%
. [ Transport,
Water, 2% Waste, 1% 13%

Case 2: Japan
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PH FOFUY!R\FKIVIOFP!FOIY!\NIJ!PF!GIHRRMRFYEHIRINRNOPMHPN! PANU!MO!H! UNHOMO]WKI![HY
QN]JHQV!PF!H!RUHII'OKULNQ!FW!GQMPMGHI![FX RELMFIDENNNIMRBRPIFEONQMH! KRNVILY!P\N!
QNINXHOP! IMPNQHPKQNZ! P\N! WFIIF[MO]! \HX N4 RNNOIRINIBNUWMMD! P\N! JQNRNOP! GFOPN P
0\MIN!P\NMRP!MR!OFP!N"\HKRPMXN!MO!PNQUR!FW!JFPNOPMHI!GQMPNQMH! PFIRPQKGPKQN!&
G\FRN®IO! FQ\MFIUMOMUMAN! P\N! ONGNRRHQY! GQMPNQMH! \MIN! HP! P\N! RHUN! PMUN! LNMO]!
XMQPKHIIY! HIl QNINXHOP! PYJINR! FW! &41R! WQFU! HO! BIGIPRIFKWIEP\N@RINBRMYWIGHPMFO!
GQMPNQMH! [BHIVINNO! JFRRMIERAN HURNN! . F I'WFQWAIQNRRMFO! FO! PAN! PY JN! FW! WMOHOG
P\N!WFGKRI\NQN!GINHQIY!IMNR!FO!H!JFXNQOHMBNMOESRYNBARMMEM FO! FW! VMWWNQNOP!PY.
MO!PNQUR!FW!|BGNIRPOKGPKQNR!MRIQNIHPNV!PF! FNEISG FHH S SERRKIRN ! VMWWNQNOP!
HIIFGHPMFOR!FW!HRRNPR!HOV!IVNGMRMFO!QM)\PR!PFIVNRGQMLN!H!IOKULN®Q!FWIVMWWNQNO

Box 3: LPEs and Their Source of Finance

''VMRPMOGPMFO!WQNCKNBRIVIGRMORQBNRG IHRRMWY!&41RIHGGFQVMO]!P
QNXNOKNS$! .HRMGHIIY! P[F! PYJINR! FW! QNXNOKNR! HQN! QNINXHOPf! ;HQbNR
JOMGNREBRMIONR! WFQ! JKLIMG! IAF@RFQRRNOGNHIRIEQPWHII! FW! PANRNZ! FX
WMOHOGWIMBI@U! FW! RKLRMVMNRMIR NG BHREFRRT ONP[FQb! MOVKRPQM
UKOMGMJIHI!INXNEAHENG! WFQ! [HPNQZZRA[FHRPN! PYIMGHIIY!HGGFKOP!WE(
GFRP!FW!P\N!RNQXMGN$!'P!P\N!RHUN!PMUNZ! P\N!N'PNOP! FW! GFRP NRF)
JKLIMG! RNQXMGNR! MR! H! RNORMPMXNGERPROMEEKXNQY! WRIONMP\NQ! HI|
VNRMQNV!IOFQ!WNHRMLINS*FQ!N HUJINZ!HIP\FK\P\N! 1KQFINHO!OHPNQ!*QH
INONQHIIY!RKIIFQBRRKIGFXNQY!HR!H!UHMO!JQMOGWIRNFRNENZIMP!HGhO
GFKOPQMNR!\HXN! PF! PHbN! RFGMHIZ! NOXMQFOUNOPHI! HR! [NII' HR! J]NONQ
HGGFKOP$!8NRIMPN! P\N!WHGP! P\HP! P\NQN! MR!GFORMVNQHLIN! XHQMHPM
HOVIVMWWNQNOP!RNGPFQRZ! NG| $IWFDINGHIBKORIEXPQHORJIFQPZ!IFXNQOU
&41RIPFIWMOHOGN!QNRMVKHIIQNXNOKN!R\FQPWHIIRIHQN!QHP\NQ!P\N!QKIN
MOXNRPUNOP!HOVINOXMQFOUNOPHI'RKLRMVMNR!WQFUNMENQ!PMNQ!FXN
GNOPQHI! NR!HR! RPHPN! JFXNQOUNOPR! HP! P\N! RHUN! PMUNZ! GHO! LN! FLR
GFKOPQMNRISN$]|$I'KRPQMHZIENQUHOYT$!

|

8MRPMOJKMR\MO]! &41R! HGGFQVMO]! PF! P\N! QNIMHOGN! FO! PH'NR! HOV! R}
WMOHOGN! MR! JFPNOPMHITY!'\M]Y! QNINXHORWXEIN S GNRIDRIONOGNOPMX
WMQURS$! 'R! RK]JNRPNV! LY! P\N! IMPN @HERQRIGEORREPIMOPRZ! JKLIMG!&HME

! II?



VMWWRONOFPNQUR! FW! VNLP! HOV! N'GNRR! N'INOVMPKQN! MO! P\N! JQNRN
GFORPQHMOPR! SRNN!N$]$! . NQRNOFKOMISFANQNWFQNZ! PFIKOVNQRPHOV
LN\HXMFQ! FW! &41RZ! P\N! WMOHOGMO]! RPQKGPKQN! HOV! RFKQGN! FW! Q
HGGFKOP$!'IP\FK]\' PANQN! HQN!WN[! RPKVMNR!HOV! IMPPIN! VHPH! HXHMIHLIN
RFKQGN! FW! QNXNOKAWMAIQNOP! PYJINR! FW! &41RZ! GFQIFQHPMANVIWMQU
GFRP!QNGFXNQFEKRONA\RIMRHINRIHR!P\NMQIIJQMUHQY!RFKQGN!FW!IQNXN
S"aa9T! FQ! 6QFRRM! HOVI 2NMG\HQV! S#<<9TT$! +\MR! MR! OFP! KOIMbNIY! ]M&R
PYJIMGHIIY! JQFXMVN! MOVMXMVKHI! RNQXMGNR! P\HP! HEYNIGIROE NRE! DP
[HRPNS$! :FONFXFRERIQOUNOP! QNJQNRNOPHPMXNR! WQNCKNOPIY! ]MXN! MOG
GFRBNGFXMBYFPMXMFQ!GFQJFQHPMAHPMFO!SRNN!1VINBHO]!NPIHI$!S#<<E

3>B>3 )%#,,2(21#+2*1$=1?A*&.,C27D5."7&.+=IE2FCH,

,JJONQR\MJ! HOV! P\N! VMRPQMLKPMFO! FW! FIONQR\MJ! QM\PR! HQN! JQFLHLIY! P\N! UFRF
GQMPNQMH! PF! GIHRRMWY! JKLIMG! NOP KHQI@KERNVR N BQJRIBSRKINHRFO! WFQ!
G\FFRMO]! FIONQR\MJ! HR! ®MOJNSQGMPNQMH! GHO! LN! N'JIHMONV! MO! PNQUR! FW! P\N!
AQFJINQPY!2M]\PR! SRNMHBAWHERN P/ S"aTIFQ! P\N! [HOVUHQb! JHINQ! FO! P\N! RKLANGP! F(
3HQPZ! \INEMMOBMR\OY! S"aa7T! WFQ!HO! HJJIMGHPMFO! PF! P\N! JKLIMG! XNQRKR! JQMXF
\MG\INUJ\HRMR! P\HP! GFOPQFI! FXNQ!HRRNPR! HOV! QNRMVKWIEFQMJ\PRINMP G FOPQF|Z!
\HJINOR!MO!KOGFOPQHGPNV!WFQ!RMPKHPMFORZ! MR!MOPMUHPNIY!QNIHPNV! PF!F[ON
P\NQNWFQN! VMRPMO]KMR\NR! NOPNQJQMRNRHQFON IKV I FGK QRMKISKDMOGIPN!
JHQPMGMJIHPMFO!MO!PQHVMPMFOHI!&41!RNQXNVIRNGPFQRN\HR!HMONV!MO!MUJFQPH
P\N!IcKNRPMFO!FW!F[ONQRIGNIRRNR!GFORMVNQHLIN!HPPNOPMFO$

!
+NI*QNOG\'VNWMOMPMFO! FW!&41R!MR! LHRNV! FO! P\N! FIONQR\MJ! GQUYRNRMHf! &41R!H
JKLIMG!HKP\FQMPMNRN\FIV!HP! iR RIPRIRWIP\N! GNIFTPHTED! P\MR! VNWMOMPMFO!P\NQN!
MRAN MUJIMGIRRKUJPMBBP! [MP\FKP! FIONQR\MJ! P\NQN! MR! OF! GFOPQFI$! 'OV! [MP\! JKI
F[ONQR\MJZ!P\NQN!MR!H!WKII!GFOPQFINNIV!ILY!$#LIMG!HKP\FQMPMNR

!
AQFLINUR![MP\IP\MR!VNWMOMPMFO!HQMRNZN\F[NXNQZ!MO!P\FRN!GHRNR![\NQN!F[ONQR\
RNJHQHLIN! FQ! \NQN! VMWWNQNOP! PYJINR! FW! JKLIMG! FJONQRAMKXOMGRB$I*FQ! MO
GFFINQHPMFOISAQRYFKIV! GNQPHMOIY! LN! GFORMVNQNV! PFLKMONAAKDIOBPWQF
UHOH]NV! LY! H! RMO]IN! UKOMGMJHIMPY$! (MUMIHQIYZ! GFQIJFQHPMANV! JKLIMG! GFUJHO
XNQY!VMWWNQNOP! WQFU! VMQNGP)®! BHDFDINGRAMISINQRINGPMXNZI\F[NXNQZ! H! IHQ
OKULNQ!FW!VMWWNQNOP!PYJINR!FW!&41R![FRIMBIORIYRIABHRIAKHENMIN! P\N!
VNJQNN!FW!JQMXHPN!MOXFIXNUNOP!MR!HO!MUJFQPHOP!VMUNORMFO!PFIGFORMVNQZ
GHOOFP!HVNCKEPNRGQMLNVILY!RMUJIY!QNWNQQMO]'PFIIKLIMGIFQIIQMXHPN!F[ONQR

H+\MRIXMRMFO! GHO! LN! G\HIINOINV! WFQ! VNIN]JHPNV! UHOH]NUNOP! GFOPQHGPR! MO!*QHOGNZ! \NQN! P\!
JFXNQOMOY]! P\FRN! GFOPQHGPR! NOHLINR! P\N! JKLIMG! HKP\FQMP M NARZN-ROIRIHRPNPAVNFQNR MBI Y Z!
GFOPIFXNQ!P\NIJQMXHPNIWMQU!P\HPIMRIMOXNRPMO]'HOV!FINQHPMO]!PA\NIJKLIMG!RNQXMGNS$!
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+FRKUUHQ#!'FON!FW!P\N!GQMPNQMH#RKENIFIR!IPK I VMRPMO]JKMR\I&41R!MR!P\N!'VMRPQM
JQFINQPY!QM]\PR$!)PIMRIJHQPMGKIHQIYN\NIIJWKI!PF!G\HQHGPNQM"N! MSHRIMVPKPMFOH
WMQUR! LNGFUN! SUMOFQMPYT! JHQPONQR! MO! JKLIMG! NOPNQJQMRNRS$! 1'HUJINR! MC
*QNOG\! (1;! FQ! IMGHI! dERRPIED! NOPNQJQMRNR! [MP\I' H! JQMXHPN! R\HQN\FIVNQ$! O\
VMRPQMLKPMFO! FW!JQFINQPY! QM\PR! MR! HOMWKN EQRHRBIR) IR RIDWMICA4 1RZ! MP! MR
MRKWWMGMNGIPS! [FXNQOUNOPNRINGMEUN@MFKR! VMWWNQNOP! PYINRNAW! "<<e! JKLI
FIONV! NOPNQJQMRNBNOGREHO! HYVMPMFO! PF! FIONQR\MJZ! FP\NQ! VMUNORMFOR! O
GFORMVNQNVIMO!FQVNQ!PF!HIIF['WFQ!H!IUFQN!IOKHOGNV!GIHRRMWMGHPMFO!FW!&41R:

3>B>B )%#,, 2(21#+2'*1$B%0%' 1#+2"+1'(&12,2' IE2FCH,
)O!GFOPQHRP!PF!\HP!PMMREMBE®NQRWIPIRK]INRPZ!P\N!IN"MRPNOGN!FW!IJQFJINQPY!QM
FW!H!JKLIMG!NORMENIMENIR! OFP!MUJIY!H!UNG\HOMGH ! [HAG W NEHDRHHEM S
H\N!HIIFGHPMFO!FW!VNGMRMFO!QM\PR!MR!IGQKGMHI'LNGHKRN!MP!VNPNQUMONRN\F[!G
GHO!MOWIKNOGNAQBVRSROHOHINUNOP!FWBNOGNERRINOVMO][MONNQ!P\N!IFGHI!
JFXNQOUNOP! QNPNGIRIRRMDPR! HBY!GIFRNIY!@H&41 MRMIOPN]QHPRI! RAR! JKLIMG!
HVUMOMRPQHAPMABIDNOP!PYINR!IFW!&41RIGHOILN!IQNJQNRNOPNV$!

!

TWN[! VNGHVNR! HIREPRHVMP MED BIQNXHMWRERU! FW! GFOPQFIINHR! KRKHIRMH!
VMQNGFROHNUNOPQ!NXNBIHQP! FW!P\N!ITFXNQOUNOP! HVUSBOMRPIQRIRGIFY MIQNNR! F
UHOH]NQMHI'HOVIWMOHOGMHI! MIPNFRMOMRIPRBIN! GNQPHMO!JFMOPZ!LKP!INONQHIIY! &4
[NQN!GIFRNIY!GFOORBPW!FXNQOUNOP!HOV!IIFIMPEISENMENFMNRM]\PR!GINHQIY!QNUHM
[MP\IPAN!TFXNQOUNfdles in this respect are “2g]MN for France or “Stadtwerke” for

6NQUHO! HOV!'KRPQHROAE MIHHARNNRFPNOPMHITY! PANRN!' WMQUR!\HXN! RNJHQHPN! LK\
WQFRAN'UKOMGMJIHIMPY!FQ!HQN!NXNO!GFORMVNQNV!VMREPND G BKINSQHNINBPMPMP
JHQP!FW!P\NIUKOMGMJHI'RFOGRIRIRGRMLIN!N'NGKPMXNR!MO!IP\MRAMNYIMOPN]QHPN
JFXNQOHOGN!HQN! XNQY! FWPNBMNIKILAVSNR GXMEMRIFGEINQOUNOPZ! GFOPQFI!MR!
XNQY! FWPNO! N"NQEWNRDNOIGAMG H I SAINDG P! FENON) RYNMFPN HUJEVO! VMQNGPIY!
UHOHINVIWMOMURKPN!RNPPINNRERO! P\N! JKLIMG!NOPMPY ! HONPNPINIGHLINVIRF I XNV
LY!VMQNGP! FRIgRERIP\N\MNQHQG\MGKORHYEENQFGGHRMFOHI!IHLFQ! QN]JKIHPMFOR!
P\NJKLIMG!RNQXHCTRROIMINFQN! QHRNQVNOP!FO!P\N!IFGHIFXNQORNCIFING MGHI!
QNJQNRNOPHPMXNRZ! P\KR! NORKQMO]! PM]\P! JKLIMG! @RRPGFIN XYY PO\ PAK!
PQHVMPMFOHI![HY!FW!RORBRIMONR! &41R! MRHMNQEKRMFO! FW!'VNGMRMFO! QM\PR! PF!|
IFGHI']FXNQOUN®PENGPMXNIY!QNVKGMO]! P\N! VNGMRMFO!RIJHGN! WFQ! P\N! UHOH]NUN
P\NIJKLIMG!RNQXHOPR$
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OMP\! P\N! HVXNOP! FW! JKLIMG! UHOH]NUNOP! MVNHR! HOV! P\N! VMWVGARIA@IFW! LKRMO
JQMXHPN!FQJHOMAHPMFOR!PF!P\N!JKLIMG!RNGPFQZ! P\N!PQHVMPNFRMHFRFEGIBDFI! UFVN
MUJFQPHOGN! FXNQ! P\N! IHFESFOVRIGHRNNR! WNI[! ,1%8! G PRI MRBN GMHAQY IHQ]NQ!
UKOMGMJIHIRFWNGNRVIR! HO! MOG QNHR (GBI EMERAREHOV! PQNHP! PANU! IMbN! RNJHQHPN!
LKRMONRARKSDIAQ!RKG\IJFXNQOHOGN!RP GHGRAR) RN QF UKTNIG MIMIGIPY !
P\NIWFQU! FW! dFMOP! RPFGb! FQ! IMUMPNV! |IMISMAQRYHNARRD JCHORNBNQUHO!
+QHORJFQP!'RRFGNP\PIFAIRR G FORBEINNNEFRNIY! PA\QEIRID P QHHERH IHPMFGHRIMJIR!
R\HQN\FIVNQ! GBIIIBRQPHOPIYZ! VNGMRMFO! QM]\PR! HQN! PQHORWNQQNV! PF! P\N! UHOH
&41Z!\MG\IMR!P\NQNWFQN!MOVNJINOVNOP![MP\IQN]HQVR! BRVMIKFEMRNRRIMXNEMRMFORS
R\MWP! WQFU! VM QWG PRERQR\FIVBMbN! GFOPQFI! FXNQ! &41R! MR! [NONGPAIY! VQMXNO!
MOPNOPREFOHDN! &41R! UFQN! NEMGIGHNERN! UHOHINQMHI! M@V QINGGN!
JFIMPMGHI!MOWIKNOGNZ! MP!MR! FLXMFKR! P\HP! P\N! RFKQGN! HOV! cKHIMPY! FW! GFOPC
KOVNQYIR! bMOV! FW! JFXNQOHOGN HRIFQING PRQMEHIRN! FW! VMQNGP! UHOH]NUNOPZ! N'NC
GFOPQFI! P\QFK]\' JQFINQPY! QM]\PR! MO! PNARIE NFYV RMIINRIFQN! QNRPQMGPNV! MO! P\N
P\HP!P\N!JFXNQOUNOP! GHOOFP! HR!NHRMIY! MOWIKNOGN! UHOH]NQWIGIKPNGINRMFO! UHL
MO! GFQIFQHPMANV! &41R! HQN! NUJIFYNV! LY! P\N! &410@FPIRD]NRIK DN BRHARVMQNGP
MORPQKGRIMFBRVIFGHFXNQOUNOPZ! \MG\! GHO! N'NQGMRN! MPR! GFOPQFI! QM]\PR! FC
WKOGPMFO!HR!H!R\HONRNRRYEN! FW! GFOPQFI! GHO! HRWWIRBRIGEDWQFIZI \MG\!MR!
FWPNO!IMUMPNV!PFIHKVMPMO]'HR![NII'HR!P\N!IN'NQGMRN!FW!XFPMO]!HOV!IR\HQN\FIVNQ
I
+HKR!HVFIPMO]YMNG\FRNO!LY!. HONQ!NP!HI$! S#<<IRPMGPIKQN!&41RIHGGFQVMO]!PF!P\N
HIIFGHPMFO! FW! VNGMRMFO! QM]\PR$! MOE-FNARN\P\GIFYPPRYYHOM HPMFOHI! HKPFOF!
[FKIVIP\NO!MUJIY!HIR\MWP!FW!VNGMRMFO!QM\PR!IWQFU!P\N!IFGHIIJFXNQOUNOP!PE!P\N
&41R$! HKR! RMUMIHQ! PYINRIFQINHLRINMQNGPIY! UHONTRRUGFQIFQHPMANV! &41RZ!
[FKIV! LN! VMBRMR\NV! HGGFQVMGUYRFXMNEMO]! VNGMRMERHBVH! GIHRRMWMGHPMFO
GQMPNQMBOP\N! PH FOFUY! FW! &41R! HIRF! HEF[RRKRARG! P\N! QFIN! FW! GFOPQFI! MOPNOF
(\MWPMO]'VNGMRMFO!QM\PRIWQFU!P\N!IFGHI!JFXNQOUNOP!PFIP\N!&41!MONXMPHLIY!IN
GFOPQFI!MEIPN2RMUJIY!LNGHKRN!P\N!JFXNQOUNOPNHR!INRR!IUNHOR!PFIHWWNGP!LKR
MO! &41R$! 'IP\FK]\! P\MR! VFNR! OFP! UNHO! P\HP! JFXNQOUNOPR! \HXN! OF! [HY! FW! GFOPC
G\HOJMO]! PAN! LN\HXMFQ! FW! INJHIIY! MOVNINOVNOP! &41RZ! MP! MR! GNQPHMOIY! UFQN
VINGMRMFO! QRIMESREHOV! PF! GFOGNJIPKHIMNHAIRN! WFIIF[MO]! GIHRRPNWMGHPMFO



HIIFGHPMFO! FW! VNG MRWRONIBAMEANGUMOMO]! P\N! N'PNOP! FW! JFXNQGMNOP! GFOPQF
LN!KRN¥RIHIGIHRRMWMGHP$SIFO!GQMPNQMFO

!

+ARKUUHQMAND! VMRRAR\MO]! &41R! HGGFQRMGJIFEHPMRMXGWRMFOAPIAPR

LQFHV! HJJQFHG\NR! GH@PMMWIMN\ZH EMQHF FON! NOV! FW! P\N! RINGRIRRLFO! QM]\PR!
QNUHMO! [MP\! P\N! IFGHI! JFXNQOBNGRI HIRBFOONGPNV! XNQY! MOPMUKRNMG?F! P\N!
HVUMOMRFEMPMLMPMO]! H! QHPANQ! IF[! VN]QNN! FW! MOWKM R S EFRTPHQRER! H!
VNJHQPUREIBN! FQJHOMAHPMFO$! HRGHPYZFPNOPMHIIY! RPMII! WKIIY! F[ONV! LY! P\N!
UKOMGMJIHMEPIEZNQOUNOP!PQHORWNQR!VNGMRMFO!QM)\PR!PF!P\N!&41!UHOH]NUNOP
HO! MOVNJINOVNOP! NOPNQEANRIGNIFGUMGROK! MOVNINOVNOP! WQFU! P\N! UKOMGMJt
JFXNQOUNDRGHKRN!GFOPQFI!MR!INRR!MOPNORN!HOV!VNGMRMBEGFQUINFRIIMN! [MP\! P\N
HRIMOGFQJFQHPRIVIWMQUR$

3>B>H )%#,, 2(21#+ 2 ISHHF<&*+#+241(1 )*+.% |
+HN!P\ANHOV!WMOHI!GQMPNQMFO!PFIVMRPMO]KMR\!&41R!MR!P\N!'WQH]UNOPHPMFO!FW
OKULNQ! FW! JHQPMNR! FQ! HINOPR! P\RFHQINI®WNGRMKMNIN! P[F! UHdFQ! GHRNR! PF!
VMRPMOJKMR\! HQN! KOMcKN! HOV QRO PUBKTRQIKIS! GFOPQFI\(WRQNDIHRANO!

VMQNGP! UHOH]NIKRORRF! GFQJFQHP MZNWRNRPQUBRI\PWFQ[HQVZ! dFMOP! GFOPQFI!JMXNF
XHQMFKR! JFXNQOHOGN! MRRKNR$! *FQ! MORPHOGN! HR! FKPIMONV! MO! .HbNQ! NP! HI$!
QNCcKMQNR! JQFGNVKQNR! PF! GFULMON! P\N! XHQMMN QDO NDOIOGRER ) WA WVBHRN! FW!
&41RZ!P\MRICKNRPMFONHR!ILNNO!MOPNORMXNIY!'VMRGKRRNV!WFQ!UM NVEIKLIMG!JQM>
WFQ! N"HUBRNN! JQFWMP! JFHIR! FW! PAN! JQMXHPN! JHQPONQ! \HXN! PF! LN! PHbNO! MOPF! ¢
'IP\FK]\! MO! UHOY! GFKOPQMNR! P\NYMIMRBMON[FQb! WFQ! UM NV! JKLIMG! NOPNQJQMRNF
FWPNO! IMUMPR! JQMXHPN! F[ONQR\MJ! MO! FQVNQ! PF! NORKQN! VFUMOHOP! JKLIMG! G
WQH]UNOPHRONAKLPNYNGFUNR! QNINXHOP!NXNEMRKRQRMGHIIMUMP!MFOQNHG\NVS$
RFUN!GHRNR!P\N!INJHI! WQHRINERWMGHIIYINUNHRMANR! H'WQH]JUNOPHPMFO! FW! GFOP
FW!H!UMOMUKU!OKULNQ!FW! R\HQN\FIVNQESXFQERPUBIKIHQ! PYIN! FWIMOGFQJFQHPN\
&411 MO! *QHOGNZ! P\N! (1;Z! QNcKMQRIRXNRIHQHRPIVNQRZ! \MG\! HQN! FWPNO! LHObR! FQG
JFIMPMGHI!MERRIMFNIB\HULNQ!FWIGFUUNQGN!SBNNLF I1#

+\N! MRRKN! FW! KOMcKN! HOV! dFMOP! GFOPQFI! MR! HIRF! QNINXHOP! MO! P\N! GHRN!
GFFINQHPMFO!IMbN! MOPNQGHMINOHIQM NRE! VMWWNQNOP! PYJINR! FWIUKOMGMJHI'GF

AR NNA NN AN NN NRRRRTn NNy
I0\MIN!VNGMRMFO!HOV!GFOPQFI'QM]\PR!HQN!FWPNO!KRNVIRYOFOYUFKRIYZ![NIJQNWNQ! P\N!KRN!FW!\
GINHQIY! VMRPMO]JKMR\! FKQ! GIHRRM)\GMEFTAFHEERRERITRHBINQNWFQN! QNWNQ! UFQN! GIFRNIY! PF!|
UFOMPFQMO]'HOV!GFOPQFIIJFRRMLMIMRIORIOF BPINGF{ERQR!FWVI&41R

" UFQN! OKHOGNV! VMRGKRRMFO! FW! VM\&¥INQREBFRYINRNETFEXNQOUNOP! GFOPQRBHFBNGI&41R
WFKOV!MO!P\N!ION'P!RBILFRNGPQUFQHPMAHPMFO$

H<



GHO!LN!'WFKOV!MO!,1%8! GF KORQOWNNRI)KE\HQHGPNQMRPMG!MR!P\N!'R\HQNVIUKOMGMJF
PYJMGHIIY! HIRF! FIONQR\MJ! FXNQ! P\N! FQIHOM"HPMFO$! 'R3HRBSQH FOMEM GMJIHI!
VMRPMO]KMR\HLIN! WQFU! GFQJFQHPM”ANV! &41R! HIFO]! P\N! IMONR! FW! dFMOP! HO\
QNRJINGP VoWXKED! PA\N! RFUNRNKIQIN! OKULNQ! FW! UNULNQR! MO! HRRFGMHPMFORZ! P\N!
WQH]JUNOPHPMFO! UHY! HIRF! LN! QNJHQVNV! HR! H! GFOPMOKKU! P\HP! MOGQNHRNR! [MF
HINOHRERN!IJIQNWNQNOGNRNHXN!PFILN!IGFORMVNQNV$

%FULMOMOY]!P\N!VMUNQRSFRIR!! HLFKIV! P\NFQNPMGHIIY ¥ RS/ ABFWWNQNOP! FQIHOMAHPMFOL
PYJINR$! 3F[NXNQZ! OFP! HII' FW! P\N! JFPNOPMHI! GFULMOHPMFOR!N"MRP!MO! QNHIMPY!HOV! HR
S"aaaT! P\MR!UIRPHQMNRKIP! FW!P\N!WHGP!P\HP!OFP!HII' FW! P\NU! QNJQNRNOP! XMHLIN! FQ]JHON
+\KRZ! MO! HOHIF]YNPPNRFIF]Y! FW! OMIIMEBIEREEMON]HQVMO]! JFXNQOHOGN! PYJNRZ! P\N! WFIIF[MC
GQMPNQMH!HQNMRRMBHPIKMR\IX MHLIKNMBMIQFEO MA"HPMFOHI'WFQURT

x (PQFO]!'JFXNQOUNOP! GFOPQFIFVI®'GIKEVIRN! VNGMRMFO! QM]\PR! [MP\! P\N! IFGHI! JFXNQO
QKIN! FKP! JQMHBPMGMJIHPMFO! HR! [NII! HR! R\HOM®! FONEIFRVBFFO! HR! RKG\!
JFXNQOUNOP! HQQHO]NUNOPR! HQNHNRNMRHIRNTZIN]HI! NGENEP KIMFOV! PAN! IFGHI!
JFXNQOUNOP!\HR! PF! TMXN! KJ! VNG MRMAGIQOIVYRQN! GFOPQFI! PF! RFRAMMWIENOP
GFQJIFQMRVIWMQURZ!P\N!GQNHPMFO!FW!H!IKLIMG!GFUJHOY!MONXMPHLIY!INHVR!PF!H!
QM]\PR!PF!P\NSWMQUINUNOP!LNGHKRN!P\N!IJFXNQOUNOP![MP\VQHI[R!PEIHIR\HQN\FIVNQ!F
JFRMPMFO$

X ;M NVI4KLIBGMXHPN!HQQHOINMBPNROR cKN! GFOPQFI!HQN! ORRIGRINRKHORILNGHKRN!
P\MR! [FKIV! UNHO! FON! JHRIROIER! GFOPQFI! VNRIMPN! LNHMEVIRRESN! H! [MVN!
QHOIN!FW!VMWWNQNOP!QMRb! RRMIMIRGNORREISAQ! fIP\FKP!HIWQH]JUNOPHPMFO!
FW!GFOPQFI!MR!OFP!GFHORMMNBNIN! FQHEDHMHPYINS

>RMO]'PWWIUNORMIEBRBFRNV!IHLFOW!HP!PAN!RAMNDIHQMO]'MO!UMOV!P\NIGQMPNQMH!P\HP! OF
GFULMOHPMFOR!FW!P\NRN!QNJQNRNOP!XMHLIN! FQ]NZH FNPEAFIR-RMA N GRBIRRVFO!
&41R'HQNRNRf

"(KG\IQMRbRIONNV!OFP! FOIY! LN!WMOHOG K AU QOANREIRVIEMPGH RE MRBRIME! RNQXMGN! FLIMJHPMFO$! *FQ!
MORPHOGNZINXNO!MW!H!RNQXMGN!MR!GFOPQHGPNV!FKP!PF!H!IJQMXHPN!JHQPONQ!LNHQMO]'HII'NGF
HOVKLIMG!IKHQHOPFQ!QNRIJFORMLMIMPMNR!NORKQMO]'P\NIJQFXMRMFO!FW!HIRNQXMGN!QNUHMO![MF
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'RIGHO!LN!RNNO!MOE(BM cKNRPMEMIGMRMFO! IR | PF! VMR RNBPMEOIRGPIY! UHOH]NV!
&41RIWQFU!FP\NQ!PYJINR:BIMNEKRIRH ! ITFXNQOUNOP!MR!IQNHVY!PFMXN! KQNRRRINWMEVMRMFO
QNcKMQNR! P\N! GQNHARNIBIGMPN! FQ]HOM”HP MFOIPNQ@ERINR! FW! &41R! HON! QKINV! FKP$!
(NGFOVZ!IHIHQPRAMMAUEMRMFO! RIMIYPA! &41Z7! PAN! MRRKN! FW! dFMOP! XR! KOMcKN! GFOPQFI! MF
VMRPMO]KMR\! GFQIFQHPM”ANV! &41RZ! \MG\! GFORP MRIKFNMR NIFOHERALN HIRMO]IN!
UKOMGMJHIMPYZ!WQFU!P\N!QNUHMOMOJ]!PYJINR!FW!&41R$! +\MQVZI MW!H! IFGHI'[TFXNQOUNOF
&41Z'P\NIcKNRPMFO!FW!\NP\NQ!P\MR!MOXFIXNR!JKLIMG!FQ!JQMIRHRN ! HQRCRNFMFOMRIRINIWMC
JKLIMIKLIMG! JHQPONQRIWRPNHIKOMGMJIHI! GRRINQHIMAGG! JIQMXHPN! JHQPONQR\MJIR! MO
WFQU!FW!IKIQMEHPN!UM NVIWMQURS!'II! MO!HIIZ! P\N! GAFRINOVFHCFRIFKY! INONQHI!PYJINR!
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Corporatized LPE | &41IUHOHINUN( >OMCKN!GFOP( 4KLINIG
Inter-municipal | ¢ 11\ UHOHNUN( _FMOPIGFOP( 4KLINIG
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Mixed LPE &A1IUHOHNUN( _FMOP!GFOP(  4KLINGBOMXHPI
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(PQHM\P'HHR\N!IQFJFRNVIPH FOFUY!MR!IVNNUNVANIJWKIILNGHKRN!MP!GFXNQR!H!IHQ]N!QHO
PYJNR! HOV! GNQPHMOIY! PAN! IHQ]N! UHdFQMPY! FW! N"MRPMOQ]! &41R! MO!,1%8! GFKOPQMNRS$!"
GIHRRMWMGHPMFO! QNUHMOR!HP!INYNO RRHINDHFKINHOMOJWKI! GFOGNJIPKHI! HJIJQFHG\! PF! F
JINP\FQH! FW!N'MRPMOY]! &41RZ! \FRN! WMOHI! R\AHIMO]! MR! FW! GFKQRN! VNJNOVNOP! FO! P\N!
MORPMPKPMFOHI!G\HQHGPNQMRPMGR$

I

+FIIMXN!IHIUFQN! RINGMWWCHRIDRIGIKHI! HQQHOINUNOPR! RRNANPYQRR! FW! &41RZ! RFUN!
GFKORRWGMWMEGINROV!H!GHRN!RPKWMWNQWO! $F[E!UHMOIIFMOPRNHXN!LNNO!VNXNIFINV!
MO!P\MR!RNGPMFO$!*MQRPZ!P\N!QNJFQPNHR!PQMNV!PFIIMXN!H![FQbHLIN!VNWMOMPMFO!FW!
FW!P\AMR! JHINQZ! MRLUQEHPFEONS! 'IP\FK]\' VHPHIQNRPQMGPMFOR!HQN!RNXNQN!HOVI\HUJNQ!
GFUJHQMRFOR!HUFO]!,1%8! GFKOPQMNRZINRNORRRFRIN! NXMVNOGN!FO!P\ANIMUJFQPHOGN!FV
MO!H!RHUJIN!FWIGFKOPQMNR$!(NGFOVZ!KRMO]'H!OKULNQ!FW!VMUNORMFRRRKFNIFRIRVILY!QI
HOV!I[FXNQOHOGNZ!H!PH FOFUY!HOVIGIHRRMWMGHPMFO!FW!&41R\HR!LNNO!RYOP\NRMANV$!-
[MII' PQY! PF! VNNJINO! P\N! KOVNQRPHOVMOQ]! FW! &41R! MO! PNQUR! FW! INONQHI! PQNOVR! HO\
JNQWFQUHOGN!VMWWNQNOGNRZ!LKP!HIREMPRPNVRNGHFRHWEMIINOJINR$

&

Box 4: Examples of LPEs From Some Countries and Swedish Case Study8

8MQNGPIY!UHOH]NV!&41Rf
X 'KRPQMHf!(PHVP[NQbNZ!IM]JNOLNPQMNLN
X *QHOGNf2g]MNR
x B6NQUHOYf!(PHVP[NQbNZ!IM]NOLNPQMNLN

X )PHIYIFAMNOVNIUKOMGMJIHIMMHPNZIHAMNOVH!RINGMHIN
I

JOPNQUKOMGMJIHI!GFRINQHPMFOf

'KRPQMHfIA[NGbXN®LIOVN
NIJMKUfYOPNQGFUUKOHINRZ!RFGMgPgR!GFFJgQHPMXNR/j!'QNRJFORH
8NOUHQIBNVNIRRNIRbHINGLN]JQHNORNQ!HORXHQ
*QHOGNf)OPNQGFUUKOHIMPgR

6NQUHOYfIA[NGbXNQLIOVN

)PHIYf)OPNQGFUUKHORPEZM

x

X X X X X

|

;. M'NVIHCROBFQHPM/NV!&41Rf
'KRPQNHMNO]NRNIIRANRIIRG\HWP!UMP!LNRG\QIObPNQ!3HWPKO]
NIMK#(FGMgPgRFOYUNR
8NOUHQbf!'bBPMNRNIRbHLNQZ!HOJHQPRRNIRDBHLNQ
*MOIHOWIbMORRMbN YKZ!Y bRMPYMONO!BMRHON Y\P

*QHOBIF GMgPgRFOYURIRFGMgPgBFIGRCKN!UM PNR
6NQUHABPMNOJNRNIIRG\HWPZIENRNIIRG\HWP!UMP!LNRG\QiObPNQ!3H

X X X X X X
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X )PHIYEGMNRQ!'H"MIRPRKIRFQNRJIFOR HIMUNFRHPH

X 4AFIHO(fpotka akcyjna, spétka z ograniczong odpowiedzialnoscia!
!
I

Case Study:!2FRIHIRXHRPNMO! ([NVNO!GHRN!FW! NITKDIQG M3FFINQHPMF(
dFMOPIY!F[@KOMGMJIHI'GFQIRQHPMFO
I

'RI HO! MOGQNHRMO]! PQNOV! MO! (INVNOZ! UKOMGMJIHIMPMNR! \HXNIGPH
RNQXMGNR!MO!P\N!'WFQU!FW!GFFINQHPMFO$!+\MR! MRWRIIIFWIFDH M PL
GFUJHOYZ!FQ! P\QFK)\! H! IFGHI!'[FXNQOUNOP! WNVNQHPMFOS$! +\N!WFQUNQ! ¢
HOV!RN[HIN!JQFXMRMFO!LY!2FRIHJRXHPPNO!".Z! \MG\! MRO¥/ | RINGIMND] G H
UNVMKBMANV!IUKOMGMJIHIMPMNR!MO!P\N! (PRSI FFQMMPEEONQ! MR! P\N! UK
FW!RPNQmbNQ! [HENFR! P\N!R\HQNRZ!\NQNHR! P\N! QNRP! FVONMRREIINRP NV
P\N! FP\NQ! WMXN! IEGHI! [FXNTRQNYPHENT | JHQPMGMJIHPMO]! UKOMGMJIHIMI
FXNQ! P\N! UKOMGMJHI! QNRIFERNQARNIOY! RNQXMGNR! PF! IFGHI! RKLRG
GFFINQHPMFO$! +\N! P[F! QNUHMOMO]! UKOMGMJIHIMPMNR! HQN! FOIY! JHQPM
' ZANOGN!IHIRFNHXN!H!RURAHEN!MO!P\NIR\HQNR!HOV!P\N!GFUJHOY$

|

+\N! FQIHOMAHPMFOHI! RPQKGPKQN! FW! P\N! GEFINQHPMFO! GFUJQMRNR!
RKLRMVMHQY!WFQ!NHG\! FW! P\N!WFKQ!WKIIY! JHQPMGMJIHPMO]! F[ONQRS$! [
P\N!MOWQHRPQKGPKQN! MR! HIIFBHERMWXREFRNRINRIHQ Y SN FGRRBIRPMH
HVUMOMRPQHPMXIRKERNRINFFIUNOP!HQN!P\N!@VRIFAGIP Y FW!IP\NIUFP\NQIQ
RFJMRPMGHPNV! GFRP! HOV! QNXNOKN5WNN! R\HQMO]! HJQNNUNOP! MR! N
GFUJHPMLMIMPY$
|
6FXNQOHG®NP\N!UFP\NQ!GFUJHHBMNIRQF K\ PAN! LFHQV!FW!VNAGRGRIARR N
JFIMPMGMHOR!WQFU! P\N!WFKQ! [HQ]NRP! F[ONQR$!)O! GFOPQHRPZ! P\N! LFH(
GFUJQMRNR! FOIY! JFIMPMGMHOR! FW! P\N! QNRINGPMXN! IFGHI! JFXNQQ
MOXNRPUNOP!MR!P\NQNWFQN!VNGMVNV!HQINIY ! MIK OISR N FM
GHOIVMWWNQ!WQFU!FON!IUKOMGMJIHIMPY!PFIHOFP\NQ$
|

+\N! QNHRFOR! WFQ! P\N!FRIFRNGMHPMRGONI HQN! OKUNQFKR$! *MQRPZ! HR! N
GFKOPQMNRZ!UKOMGMBNIWRBANIRTIOBP! HITF[NV! PF!IIQFXMVN!RNQXNRBIR) P
HQNH$!)O! HYWMPMFOZ! P\N! MOVMXMVKHI! UKOMGMJHI! N'INQMNOGNR! \HX
GFUJHOY! PF! FXNQGFUN! IMUMPHPMFOR! VKN! PF! P\NMQ! QNVKGNV! RMAN$
GFFINQHFMREGE\FRN@O! FQWRGNJIHQHPN![HPNQ!HOV!RN[H]N!'RNQXMGNRIW(
\NQN!MP!MR!OFP! JFRRNGRXRIE)! GFRPR! PF! H! RMEWONQIMISNHDN! PA\NQNWFQ
PH'! WMOHOGNRS$ERINRKIBOMGMJIHIMPMNR! PQY! PE! IMXN! KJ! PF! P\NAW]HER
QNGEXNQY$
&

BIJ&*&.#%!".&*/,! G<"*F! 456!G77.#1C&, !

'RI[HR! PAN! GHRNOHP MHONXNIZ! PAN!UHAFQ! PQNOVR!HUFO]! &41R! PYIMGHIIY!FGGKQQNV!HR! H!
XHQMF&ERIIINOINR! WHGNZXNQOUNGBRINXNQZ! RIM\PIY! MO! GFOPQHRP! PF! P\N! OHPMFOHI!
[\FI NRHIN!'VMXNRARFKIQMXHPM*"HPMFOR! MO! P\N! RNORN! FW&41RHHRFMOM RARIRFIMRNQ!

KOGFUURSRNN!%IMWPFO!NP!HI$! S#<<?T!'WFQ!H!QNXMN[!FW!JIQMXHPM "HPMBMRONOVR!FO!P
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A+ \MR!IRNGPMFO!VQH[R\NHXMIY!FO!;HPPMRRFO!HOV!+\FUHRRFO!S#<"<Tn!RNN!P\N/HQPMGIN!WFQ!P\N!UF

RPKVY!HOV!HIQNXMN[MWIRWHPNQ!RNGPFQ$
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WFQ! N'HUWEQHI\E! LNIF[! R\F[MO]! P\HP! RKG\! UFXNUNORNRFIBIMXHPMAHPMFO! UMJ\P! LN! PQKN! M
*QHOGN! LKP! OFP! MO! (JHMOZ! RKJNRPMO]! P\HP! P\NQROMEWPE! HNGRIMRID ZWPNO!
UNOPMFONV! UFXN! WQFU! H! JQFVKGMO]! RPHPN! PF! H! JKHQHOPFQ! HOV! NORKQMO]! RPHPN!
MOXFIXNV! MO! P\N! JQFVKGPMARN GWMIBNRIGHOOFP! LN! INONQHIIY! GFOWMQUNV! WFQ! [FGHI! ]
INXNIRPNHVZ! P\N! UHMO! HJ JQFFFGHNRIX NI [NTHP\NZE! QNWFQUIRMG! RNG PE QIR

WQFU! P\N! MORMVN! HOV! P\NQNWFQXNGNNRIMEQMAMG SO PRI MFRIQJQMRNRIIQF XMV
JKLIMG! RNQXMGNR! [MP\MO! P\N! JKLIMG! RI\NDNSQFRIGKWRDINGYI\HRMR! [HR! JKP! FO! P\N!
MUJINUNOPHPMFO!FW!-N[!4KLIMG!;HOH]NUNOP! JEXGFRMENRIHOMIINROVNQ! PF! MUJQFXN!
P\N! RPNNQMO]! FSYNSNGP\NINRBAQP! WQFOINR! MO! P\N! REDKERK &41R! JERNGHRQ!
MOXFIXNUNORIRRIOGQNHRNV!FXNQ! PAN![HRP! VEIGHVMSRIK [WWRS! JQMXHPN! JHORPBNQR\MJIR!'S
HOV! GFOPQHGPMIB]! EKFIQNRNOPMO]! RPHOVHQV! UFVNR! FW! JQFXMVMO]! JKLIMG! RNQXMGNR
JFXNQOUNOPR$
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NWFQN!VMRGKRRMO]!P\N!][NONQHI'PQNOVRI!WFQ!&41RZ!P\MRIRNGIRUAFDRQNBIFFIERMVNOPMV
HQN!R\HQNVILY!FGHIIIFXNQOUNOPR!MO!UHORMIPHUOBQMNRNAOMN! JQNRRKQN!WFQ!G\HO]NR!

PQM]INQNV!P\N!HRRFGMHFONARONENARROIE PMFOK ULN Q! FW! VQMXNQR!HOVIKOVNQIYMO]'QNH
HQN!VMRGKRRNVIMO!FQVNQ!PFIWHGMIMPHPN!P\N!KOVNQRPHOVMD]IFW!GKQQNOP!PQNOVR!H

B>3IK*/&.%=2*F#1+"., &

7898906%,11046'-,(4'6 |
+\N!LKV]NPHQY!JQONRRKQNZ![\MG\IFXNQ! P\N! I[HRP! P[F! VNGHVNR! PQM]INQNV!H! OKULNQ!
P\N! JKLIMG! HYUMOMRPQHPMFOZ! [HR! OFP! FOIY! H! INOFUNOFO! FW! GNOPQHI! [FXNQC

“I'RIWHQ!HR![N!bOF[IP\NQN!MR! OF! 1IKQFINHO!VHPH!RNP! PQHGbMO]! P\N! NXFIKPMFO! FW! P\N! OKULNQ! F\
GFKOPQMNR$
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KRKHIIY! UHPG\NV! FO! P\N!FGHI!INXNI$!IPAFK]\ PAN! N HGE NFERKTHN NFO! PNQUR! FW! P\N!
JONGMRN! LKV]NPHQY! MPNU! MR! RFUN[\HP! GFKOPQY! RINGMWMGZ! HIRF! VNINOVMC
HIIFGHPIROWKOGPMFOR!HGQFRR! P\N!FXKIGIRQN GRMFMBIRVH G PFQR! FO!LFP\IP\N!
QNXNOKN!HOV!ININOVMBKQN! RNMIXKN O PMMORPSEFENHQ]KNVIL Y I2NMG\HQV!S#<<?TIMO!
P\N!GHRN!FW! 6NQUHOYZ! G F@PRIARFKNRINOVMPKQNR! PFINP\NQ! [MP\! QNRPQMGPMFOR!|
PH'I QNXNOKNR! HOV! MOGQNHRNV! VNIJNOVNOGY! FO! JFXNQOUNOP! RKLRMVMNR! [NQN!
VQMXNQR!FW!&4 1! ORMEIQILRER MERMIBAEEE MOKNVIWMRGHI'RPQNRR!HR!HIQNRKIP!FW!
IMUMPNV! QNXNOKN! QHMRMQ]NEHRIRE MRKIORVIRNOGNV! IFGHI! JQMXHPMAHPMFO! MO! P
VKQMO]! P\N!"&4RQP\NQUFQNZ! QNXMN[MO]! P\N! NUIMQMGHI! IMPNQHPKQN! FO! P\N! VNF
IFGHI! JQMXHPMMHPMBOZH]NVH! SHEGFOWMERI!H! UKRPKVY! WFQ! H! [MVN! QHO]JN! FW!
GFKOPQRINR! WMRGHI! RPQNRR! MR! H! JQMUHQY! N'JIHOHPFQY! WHGPFQ! FW! JQMXHP
\F[NXNQZ!P\N!QNHGPMFOR!PFIWMRGHI!RPQNRR!VF!OFP!HI[HYR!RNNU!PF! INHV! PFIJQMX
HIRIMOXFPREWPREINRIFW!IIKLIMG!IRNGPFQIQNWFQUS$

&
'RIP\N!JFFVRIHOVIRNQXMGNR!IJQFXMVNV!LY!&41RIHQN!XNQY!FWPNO!GHIMPHI!MOPNOR
[HPNQ!HOV!RN[HPMIRF!IFGHI!JKLIMG! PQNORNRFRINOP!HOV!UHMOPNOHOGN!N' INOVMP
QNJQNRNOP! H! UKpIAQOLWFQ! UKOMGMJIHI! LKVINPR$! ; FQNFXNQZ! P\N! GKQQNOP! MUJINU}
UFQN! RPQMO]JNOP! NOXMQFOUNOPHI! QN]KIHPMFO! QNcKMQNR! MOGQNHRMO]IY! IHQIN! |
RMVN!FW!FGHI!FXNQDHNORREVO! P\MR! QNRING FRIRHKQRINHO! >OMFO! VMQNGPMXNR!
FO! IHOMW FQ! [HPNQZ! \MG\! MOPQFVKGN! LNRP! HXHMIHLIN! PNG\OFIF]Y! RPHOVHQVR! HO
KRKHIIY! G\NHINQ! JQFVKGPMFO! FQ! PQNHPUNOP! JQMEFNENRER RKQGNR KNWZWMOHOG
WQFUIIQMXHPN!MOXNRPFQRI!LNGHUN!UFQN!HPPQHGPMXN!PFIWKIGHIBBARIGFORPQI
&

B>3>B&.(.<#*1&! 1'10, &

AHQPMHIIY!QNIHPNV! PF!P\N![HGb! FW! WMOHOGMHI! QNRFKQGNR! LKP!HIRF! MO! QNRJFOF
[MP\! P\N! INQWFQUHTEHIKXIMG! NOPNQJQMRNR! HOV! P\N! MVNFIFIMGHI!'VNLHPN! HLFKP!
RMAN!HOV!RGFJIN!FW!P\NEREMGIROWFQUHOGN! FRIPIQERIV! FFDHGbNV! [MP\IQMRMO]!
HPPNOPNREOSOVMGHPNV! LY! .HKUNQP! HOV! .IFFV]FFV! S#<<ETZ! INQWFQUHOGN! JFHIR
MOGQNHRMO]! NWWMGMNOGY! HQN! HUFO]! P\N! UHMO! UFPMX (R MR FFGPIRIIQMXHP
QNJHQVMO]! P\N!HPRMR! FW! IFGHI!JFXNQOUNOPR! WF QHINWF KONV WHRYRRNO]! NP HIS$!
SH<<ETIWFQ!GFQJFQHPMANV!6NQUHO!&41R$!+\KRZ!HJJHQNOPIY!G\HO]MO]!P\N!JFXNQOH
&41RIMRIGFORMVNQNV!H!IJFRREMOGQNHRN!NWWMGMNOGY!HOVIMEIQFXNIINQWFQUEH
&

" \NIWFIIF[MBKLRNGPMFO!FO!GFQJFEHERV GIMMADY 'VMRGKRRNR!P\NIMVNH!P\HPIGFQJFQHPMANVIWMQ
HRIHIUNHOR!PFIGMQGKUXNOP!JKLIMG!IRNGPFQ!NUJIFYUNOP!QN]KIHPMFOR$
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+\NQF[MO]!WFGKR!FOIINQWFQUHOGN!HIRFIMUJIMNR!P\HP!P\N!PQHVMPMFOHI![HY!FW!(
NOPNQJQMRNR! B¥ZFKI®MNXMGNR!RKG\!HR!RM]JOMO]!QNcKMQNUNOPR!HOV!LKV]NP!GFOI
MUJFQPHOGNS$! %FORMQRNIGEOPQFI! UNG\HOIMRNRRINOVMO]! QNIJFQRRDHOGMHI!
HKVMPRZ!\MG\!HON!PYIMGHI'WFQ!P\NHI PN BIFEHFHIDGN!HOVIHQN!IJQF]QNRRMXNN
WFQ!IINQWFQUHOGN! $)BHIKRIERNVFFDZ! P\NQN!MR!HO!MOPMUHPN! QNIRMNMAGEWAR ! LNP[NNC
FOIINQWFQUHO®NKLIMG! UHOH]NURKFPRZ! \MG\'\HXNMONOGQNHRMO]IY!HIJIIMNV!MO! P\N
JKLIMG! RNGPFQ! FXNQ! P\N! [HRFRIMNGYMSRPNV! LY! ,1%8!TSAKMOPNQNRP! MO!
JNQWFQUHOGN!NXHIKHPORAWHR QONRARKRRPHOPMHITY!'MO!P\N!IJKLIMG!IRNGPFQZ!RPHPM
KJ!PF!=<e!lFW!P\N![FQb!FWIN'PNQOHI'HKUNFAKXQR!OFOWFQUHOGBGN!HKVMPR$

&

B>3>H#.M&+2N#+2"*!'(60$%21!0&. @ &L&,
'VVMPMFOHI!'JQNRRKQN!HOVIMOGNOPMXN! PFIQNWFQU! JKLIMG! RNGPFQ!HGPMXMPMNF
OHPMFOHI! HOV! MOP NIQIFHPMBRFFINOP\N! JKLIMG! RNQXMGNSUFQUNPRZROEN
HGRXMPMNR! FW!P\N! 1KQF INHO!%FUUMRRMFO!PF! IMLNQHIMAN!JKLIMG!RNQXMGNR!HO\
WFQ! JQMXHPN! WMQURZ! NRINGMHIIY! HIRF! HGQFRR! LFQVNQRZANGIRUGINIENPIMINY ! HVV/N
JONRRKQNR!WFENRAVFEN! P\N! WHBM RN PHQbNPMAHP MF ORNBANXNKINAURI PMGHITY!
JONRGQMLN! JIQMXHPMAHPMFO! FQ! FQJHOMAHPMFOHI! RFIKPMFORVFIQUE NIDY P\N! JQM:;
P\N! 1KQFJINHO! %FUUMRRMFO! P\HP! QNJINHP NNASINK BQIREZR MO VMRNRPMFOR! FW!
FIONQR\MJZ!MP!GHKRNR!IFGHI!JFXNQOUNQRRFFNGPORMFWQUPIQbN P! GERMPMPMFO
2NMGWG<<#B!'R!H! QNRKTYV! MO! GFULMOHPMFO! [MP\! QN]KIHRKIFRNRVY(HER PRI
HQWIOGQNHRMO]IY! QNJHQVNV! HR! MOVNINOVNOP! FQJHOMAHPMFOHI! RPQKGPKQNR! M
JFXNQOUNOP$

&

'PIP\N!RHUN!PMURZKIQN UNGIV! RPHP NINIMYHPMFORNHXN!P\N!JFPN O PREHNWAMRGEP| Y !
P\N! G\FMGN! FW! RMFERIFOHI! HQQHO]NUNEYBFQYRQHMHR! JQFGKQNUNOP! QKINR! VF
OFPHJJIY! PF! &ZIRG\ HQN! JHQP! FW! P\N! JFXNQOUNOP! HYUMOMRPQHPMFO! FQ! HQN!
GFOPIINV! LY! P\N! GFOPQHGPMO] I HKRIFINROFGFUUFO! UHQbNP! GEFUINPMPMFO! IH[R! UH!
MOVKGN!RFUN!LMHRIPE[RPMRKPMFOR!P\HP!'WH IHINNERWNER FI[HQVMO]'QKINRS
)OGFOPQHRPRIGHRN!FW!HIJQMXHPNIR\HQN\FIVNQ!MO!P\N!&41Z! I RIFRNYEVINDPINK P
GFOPQFI! GQMPNQMH! HOV! RPHOVHQV! JQFGKQNUNOP! JQFGNVKQNR! HQN! ONGNRRHQ
GFOPQERAE 1= T (MUMIHQIYZ!P\N!UFQN!GINHQIY!P\N!LKVINP! FW!P\N!&41! MRIRNJHQHPN
IFGHI! JFXNQOUNOPZ! P\N! JQNHPNQ! P\N! JFPNGHUNGE DCGIQDBRRZN\MIN! P\N!

#I(NN!P\N!QKIMO]R! FW! P\N! 1IKQFJINHO!%FKQP!FW! _KRPMGN!MO! P\N!+NGbHI! GHRN! WFQ! GIHQMWMGHPM
RNGFOVFBI®HJIJIMNVILY!P\N!GFKQPWHDRB RIGED/ PROMIGIRINGMWMNR!P\HPINRRNOPMHNIHQPR!FW! PN
LKRMONRR!HQN!MP\!P\N!GFOPQHGPMOJ'HKP\FQMPY$
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QN]KIHPMFOR!HOV! V MORGRARNNT FQM]MOHITY!PHQINPNV! PF[HQVR!MOGQNHRMO]!GFU
NRINGMHIIY!MO!HQNHR! ANQN! JKLIMG! UFOFJFIMNR! HQN! VFUMOHOPZ! P\N! FXNQHII! NW
RFUN! MORPMPKPMIPFOHAORFHIIF[! GMQGIQIXNEBN! RPQMGP! QN]KIHPMFOZ! P\N! VNRN
GFUJIJNPMPMFOINWWNGPR!UHY!OFP!UHP&RIQMHIMANIHWPNQ!HII$

&

Box 5: Competition and Local Public Enterprises: The “In-house” Exception

+NIFQNOG\!(4&FGHIIKLIMGINOPNQJQMRN!MR!IFWPNO!RNNO!HR!H![HY MEIQN
WQFU! PWWMGFKRN N'GNJPMFOZ! VNWMONV! LY! 1KQFINHO! dKQMRJIQKVNO
GFOPQHGPMO]! JKLIMG!HKP\FQMPY!NOPNQR!MOPF!H!GFOPQHGP![MP\!H!RN
_KRPMGN!FW!P\N!1>\HR!MOPNQJQNPNV!P\N!1KQF INHO!8MQNGRNPXN BT
FW! P\N! 1KQFJINHO! >OMFO! +QNHPYZ! HR! MUJIYMO]! H! ]NONQHI! JQMOGN
GFUINPMPMFO!HUFO]!GHOVMVHPNRZ!MOGIKVMO]!\NO'NQ!JHQPONQ!MR!H
JKLIMG!HKP\FQMPY$
|
3F[NXNQZ!P\MR!JNONQHI!JQMOGMJINNNERI FNUERGHPR/!N'NUIPMFORZ!HUFO]
GHRN! FW! H! RNJHQHPN! INJHI! JKLIMG! NOPMPYZ! VMR RWGIBRI ME& FK PO BIR
NOPMQNIY!KOVNQ!\NQ!GFOPQFI$!)O!P\MR!GHRNZ! P\N!%FKQP!FW! KRPMGN
HO!N'GNJPMFO!PFONIQN! JQMOGMJIIN! FW! G FUTBHR IMRNEFBR RN GNJIPMAGCEP
\FKRKT!LNGHKRN!NXNO!MW!P\N!INJHI!'JKLIMG!NOPMPY!MR!H!'RNJHQHPN!NOP
QNUHM®ORIP\N'WFIW!P\N!IFGHI!GFOPQHGPMO]IHKP\FQMPY$
|
3F[INXNQZ!P\MR!N GNJPNROMFEMPR! F[O! QRRRREAUQIEU! H! dKQMRJIQKVNOGN!F
FW!_KRPMGNZ![\MG\IVNMEFRRRINOPMPY!HRIHOINOPMPY !P\HPf
|
x MR! NOPMQNIY! GFOPQFIINV! LY! P\R[JREN QUHDRR MPKHMG! GFOPGH(
VNWMONV!MO! 1KQFINHO! H[TZ! PFIMDIQ! PREMREADPQFI'N'NQGMRN\
HKP\FQMPMNR!FO!P\ANMQ!F[O!RNQXMGNRnN
x VFNRIUFRP!FW!MPR![MRVMBIRRIR\HQN\FIVNQRZ! PF! JQFRNOREEG HPM

GFUJINPN![MPNUHQbNBRMXHPN!HGPFQR$
|
+F! UNNP! P\NRN! P[F! GFOVMPMFORZ! P\NY (L& DH\II'RS¢! LY! IFGHI! HKP\FQMP
FINQHPN!FOILN\HIW!IFW!P\ANMQ!R\HQN\FIVNQRZ!HOV!PANMQ!PNQQMPFQY!N'G
|
>OPMI!#<<=Z! P\NI*QNOG\!HKP\FQMPMNRZ! RKJIFQPNV! LY! P\RHQNMDIS BN
R\FKIVILNONWMP!WQFU!P\N!dK QMR JQUERNGRINHWVIRM]ONV!P\ANMQ!GFOPQH(
[MP\FKP! PQHORJHQNOGY! FQ! GFUINPMPMFO$! +\N! #<<=! dKVJUNOP! (PHVP! 3}
NRPHLIMR\MO]!P\N!JQMOGMJIN!P\HP!HOY!JQMXHPN!JHQPMGMJIHPMFO!MO!H
[MP\IP\N!QNcKMQNUNOP RIFQNSBYERG FUJINPMP M BINRBOGIEM O HP MFGHRRRH
NOPMPYZ!HOV!P\ANQNWFQN!NOGFKQH]NV!P\N!GQNHPMFO!FW!P\N!(4&$!+FVH
HWPNQ!IFGHI'HKP\FQMPMNRN\HXN!QNVNNUNV!PANMQ!R\HQNR!PFIJQMXHPN!F
|
)VP\N! GQNHP MER!FEHOGN! MOIHRH! QNRIFORNP\N! QNcKMQNUNIWPRKDFIN
>OMFO!FRIN! ONNV! WFQ! (1;! PF! QNRNSER'WFQ! PNOVNQ! JQFGNVKQNRZ! P\MF
FQJHOMAHPMFOHI! MOOFXHPMFO! P\HPEQMIREEEGKPMBMBYNNVZ! +\N! *Q
*NVNQHPMFOGHUIIRLIMG! NOPNQIOMRNRISKR\MO]! WFQ! H! ON[! bMOV! FW!
AR RN RN RN R RRANRRRRITTT NN |
" 1'Ol N"HUJIN! MO! P\MR! QNRJINGP! HQNLBERARVIBAINGIPMFO! SMSN$! QNMOPN]QHPMFOMPRH! WFQUNQI
JKLIMG! NOPNQJQMRN! MOPF! P\N! IFGHI! JFXNQOUNOPT! MO! 6NQUHOY! MO! FQVNQ! PF! HXFMV! JQMGN! G
HKP\FQMPYZ!\MG\\HR!OF!INJHIIFXNQRM]\P!FXNQ![HPNQIIQFXMVNQRIKOVNQIJIKLIMG!H[$!
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NOPNQJQNMIRNBFOPQHGP{EFQQFdNGH 4QNRNOPNZHIRNQOH PRMAIMIEYMXH
JHQPONQRWROPQMBHFKIV!HINF! IFGHI!HKP\FEMPK O QL MVWAQ RPHONPNNDL: 'M
[HOPR!PF!RPRIPKIWMII!H! SMRRRNADI OMBRBIN PR HRBVP![FKIVILNIKOONGN
PF!IHKOGRNGFIPNOVND! FQWNEBN(L; 'PFHRRNBRINPHRD! WFQ! \MBNRVBQNHP
'OFP\NQ! HVXHORMIRIPIMHE: ! JQFINGRIF[R! P\NIQMXHPIQREING! LANVO! HHAFQN
JFRMPMFO! GFOGNQOMOY]! GH)REMHD! R\NEQRPMBH N! UHdFQMIMNGFOFUMG
N\MINIFGHIIJFXNQOUNORRIGHQ\H! LIFGbMO]! UMRAGIRY HU NP HRIOE FO P ()
P\NIRPQKGPKQN$

&

&

'RIH!IQNRKIP! FW! HOVIQMOHFQNFIN! [MP\! P\N! HWFQNUNOPMAINVIHEMQPRA!! H OKULNQ! FW!
RUHIINRONOVRINHXN!NUNQINV!HUFQ]! &41! HIFPFREFENRONQHI! IHQHVM]JUR! MOWIKNOGMOQ]! &41
FXNQ! P\N! IHRP! VNGH\G¥RIHQRP MNMHEVMFQ|HOMMHPMFOHI! MOVNJNOVNOGN! FO! P\N! FON!'\HO
XHOMFKR!WFQUR!FW!JQMXHPN!RNGREPAN BTRMEMEPNOR! P[F! PONONMRN! MO! GFUUFO!MR!

P\HP! P\NIXNPY JMGHINYIPF! H! UFXN!I H[HY! WQFU! P\N! PQHVMPMFOHI! UFVNI! FW! JQFXMVMO]! IF(
RNQXMGNRZ!\NQN! P\N! &41! [HR! FINQHPMO]! WQFU! [M RrQOIFNNR K LIS RBRQHI! PQNOVR!
HIFO]'[MP\IFP\ANQ!MUJFQPHOP!VNXNIFJUNOPR!HQN!N"JIHMANV!MO!P\N!WFIIF[MO]f

B>BI#2*!".&*/13 ). T HE2N#+2* ) 2 FH2N#+2*#%!G0+*'<= &
%FQJFQHPM*HPMFO!MRIGNQPHMOIY!FON!FW!P\N! UHdFQ! PQNOVR! HUFO]MRNRIGIBNIWAI FGHI! J|
IHQIN!OKULNQ!FW!GFKORBIMNRMNOGNV!RMJOMWMGHOP!GFQJFQHPMAHPMFO!UFXNUNOPRI!F
FWIJFXNQOUNOP!FXNQ!P\N!HRP!VNGEVIORISRANT | FQ!, 198! SERKINT. F W/FQ!H!GHRNIRPKVY!
FO!)PHIY!HOV! 6NQIRTK)\! GFQIFQHPMCHIPIR! LNNO! HIJIMNV! MO! VNXNIFINV! GFKOPQMNR! WFQ
VNGHVNRZ! H! QNGNOP! QNJFEIRQFIMHDI %NOPQN! FW! TUJIFYNQR! HOV! TOPNQJQMRNR! JQFXN
RNQXM@WRTWMQUR! PAHP! PAN! VNXNIFJUNOP! FW! HKPFOFUFK RO NEYENANR RARD RPNUFRP!
MUJFQPHOPNARINMO! JKLIMG!RNGPFQ! QNWFQU! SRNN!%114! S#<"<TT$!*QFU! HIGIBYGHARPKHI! JFMC
FKPIMONV! MO! PAN! JQNXMFKRIY! VNQMXNV! PHIEOFQWAMHEEIRAK HITY! KOVNQRPFFV! HR! H!
PQHORWNRGMREIFDPR! QNJHQVMO]! UHOHINQMHI! VNG MRM RURFWEIEH NORPSRMAHONMWNQ!
HOV! BMR\OY! S"aaETT$! H\NQNWFQN! GFQJFQHPM~NV! WMQUR! HQN! FWPNO! GFORMVNQNV! HF
NOPNQJQMRNR! LNP[NNO! JKQNIY! JKLIMG! HO\%BQISGHRNWRIBES[HRZ! \F[NXNQZ! OFP! FOI
QNRPQMGPNV! PF! JKLIMG! NOPNQUENRNRILRRNGHHWR! H! JHQP! FW! H! ]NONQHI! PQNOV! PFI!
FQJHOMAHPMFOHI!HKPFOFUY!MO!JKLIMGHRE[MONMPHPNBQRHEBIFQIFN R P! $BHKE TIP\N!
JNONQHI! PQNOV! PF[HQVR! HINOPMWMGHPMFO! HOV! FQ]HOM*HEW EQAHNGD VR IDIOADRIGN! GH(
XHQMFRRWAIAP!VMUNORMADRIGWHK P FOGRINN !+ HLT!

&

D*0/$BF&a2 7+ (+*/&T .- (+(1=8*"(2%"+7&-(&b$24($,-&$-&*/5&I&IIKL

Dimension of autonomy Description and control by the government agency
;HOHINQMHI'HKPF@FUYf 8N]JQNN!B#&*+-8&FOPQFI'FO!MOJKPIRAMHFW!IVNGMRN
MOXFIXNUNOP!MO!IVNGMRMFORIGFOGNQOMO]!UH(
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WMOHOGMHIZHKOWHIDHOM "HPMFOHI!QERFKQGNRS$
AFIMGY!HKPFQFUYf 8N]JQNN!BH&E*+-RINGMWMNVIQKINRZIRPHOVHQVRIH
GFOGNQOMO]IJQFGNRRNRZ!IJFIMGY!MORPQKUNOR
FLANGMEHOVINWWANGPRS

(PQKGPKQHI!HKPEOFUY| 4FPNOPMHI!PFIMOWIKNOGN!FQJHOM*HPMFOHI!VNG
\MNQHQG\MGHI'HOVIHGGFKOPHLMIMPY!IMONR!PF|
FQ!P\QFKIP\NIRKINQXMRFRY!LFHQV$
*MOHOGMHI'HKR&EOFUYT 4FPNOPMHIIPFIMOWIKNOGN!FQJHGMRIPNFRBHIVNC
MOGQNHRMO]5VNGQNHRMO]!P\N!BNXNI!FWILKVINPS
&N]JHI'HKPFORJYT 8N]JQNN!FW!FQJHOM*HPMFOHI'RNJHQHPMFO!WQFU
LFVYS

YOPNQXNOPMFOHI'HEPH 8NJQNN!FWIQNJFQPMO]!IQNcKMQNUNOPRZINXHIKHF
[MP\IQNJHQVR!PF!]JFHIRIHOV!JFRISORIABRRHOVIVMQI
MOPNQXNOMFORS$!

&

'OHIY~MO]!P\N!GHRN!FW!GFQJFQHPMAHPMFO!MO!M]\P!FW!P\NRN!GQMPNQMHZ!HIOKULNQ!FW!.
\MIN!P\NJNONQWINWMOMPMFO! FW! GFQJFQHPMAHPMFO! MPRNIW! MR! QHP\NQ! IFFRN! MO! P\H
QNRKIPRMAWRIMGMROIATPRZ! FLXMFKRIY!H!IOKULNQ!FW!MORPQKUNOPR!GHO!LN!KRNV!PFIHG\\
,ON! FW! P\N! UFRP! WQNCKNGFIGHYREQHPMAN! WNFQRRMANIQRNHQG\MGRY! UKIPMJIN!
GFKOPQMNR!HOV! UKIPMJIN! RNGBHIQ B! SEI INSIES \HQV! SEQRIPPM! S#<""TTBMRXREIP!
&41RIWQFU!IIKLIMG!IH[!PFIJQMXHP NOH{\RAMRS! PF! P\N!FLXMFKR!G\HO]N!MO!IN]HIHKPFOFUY:
H! GFOXNQRMBBIGHIIY! HIRF! HWWNGPR! FP\NQ! VMUNORMFOR! FW! HKPFOFUY$! *FQ! N'HUJ
UHOHINQMYNGMRIIFEMO]! GFUBNIGNR!  SMBMEHINQMHOV! JFIMGY! HKPFOFUYT! MOGQNHRN
HKPFUHPMGMRV!H! G\HO]N! MO! INJHI! RRIMBERZLNGHRRINH]JNOP! JHMORNE RIRWIFEMO]!
HKPFOFU¥&.*+-$QKINRIHOVIOFQUR!UHY!LN!RINGMWMNV!GFOPQHGPKHIIY!LKP! P\N!IJFXNQOUNC
WIN MLINMP&! MOWIKNOGNS! (MUMIHQIYZ! H! OKULNQ! FW! JFXNQOUNORWPEFORBEKMOPR! Gl
GFQJFQHPMZMMIQFD HUM®! dRRBIFGb! GFUIJHOMNR! RPQKGPKQHI! HKPFOFUY! GHO!LN! RPQNOJF
QNRPQMGPMO]! JFXNQOUNOP! MOWIKNOGN! PF! FSNIFRKENQMOREM! HKRFGOEHD! HIRF!
MOGQNHRN! HR! H! LYJQFVKGP! FW! H! G\HO]N! MO! INJHI! RPHPKRZ! HO! MOVNJNOVNOP! LKV]NP!\
MUJIY! UFQN! WMOHOGMHI! HKPEFOFUY! MW! P\N! &41! QNUHMOR! WMOHOGNV! LY! JFXNQOUNOP!
VMWWNQNOP! RNGPFQR! FW! &41! HERREOFRNZ MRUBROIGRMHIIY! JFRRMLIN! MO! KPMIMPMNR! |
NONQ]Y! LKP! HIRF! [HRPNZ! \MIN! MP! MR! QHP\NQ! KOIMbNIY! WF QURGHH I NG (FROGBRIFQPS
RNGFOVHQY! NWWNGP! FW! INJHI' HKPFOFUY! P\QFK\! GFQIFQHPM*HPMFO! MR! P\HP! HR! H! WM
GFQJFQHPMANV! &41R! GHO! GMQGKUXNOP! JKLIMG! RNGPFQ! NUJIFYUNOP! QN]KIHPMFOR! HOV
[FQbNQR!HQN!NUJIFYNV!IKOVNQ!JQMXHPN!RNGPFQ!IH[$!)P!MRIKOGINHQN\F[!RPQFO]IY!P\MRIWH
PFIP\N!HJJHQNOP!HPPQHGPMXNONRR!FW!GFQHRIAPNNSFRRNVKOMWPH! UHdFQE/NPNQUMOK
WFQ!N"HUJINZ!MO! P\N )8 HREIIFRRM! HOV! 2NIZEKEGIINJIFQP! P\HP! IFGHI! JFIMPMGMHOR! PANURNI
[HOPNV!PRRGHIMOPF!P\N!QN RIFONNYVEW!IP\NLKRMONRRIRNGPFQ$

‘ Box 6: Corporatization: The Cases of Italy and Germany ‘




Italy**:'GGFQVMO]! PF! %FOWRNGKMGER PBVHPMFO! FW! GFQIJFQHPMANV!&41
FW!HJJQF MUHPNIY! #Z<<<! GFQJFQHPMFOR! HQN! F[ONV! LY!)PHIMHO! UKOM
PQHORIHPNR! MOPF!"<! KOMPR! INQ! UKOMGM FOQOM AN WK BXIGRHININPMNR!
RM]JOMWMGHOP IYFQANNNQSIINIKOMGMJIHIMPMNR! [MP\! H! JFIKIHPMFO! HLFXN
GFQJFQHPMFOR! FO! HXNQH]N$! %FQJFQHPMANV! WMQUR! HQNMOKIREMGY,
NUJIFYUNOPZ!QNJQNRNOPMO]'HQFKOV!: #&lkONBNPHRHAQbWFQGNS$! +\N!PY ]
GFQIFQHPM HRVAGRBRRK\! _FMOP! (PFGb! GFUSNIBANRIMUMPNV! GFUJHENMAN
QNJHQV! BEMXHPN! RNGPFQ! MOXFIX&UNDPAEMTR! (PFGb! GFUJHOMNRZ! [\N
JHQPMGMJHPMFO! MR! JFREMONNZILNANIMEB! HOV! JQMXHPN! R\HQN\FIVNQR
GFKOPQMNRZIUKOMGMJHIMPMNR!QNPHMO!HIUHAFQMPY!FW!F[ONQR\MJZ!|\
R\HQNR$! &FFbMO]! HP! P\N! VMRPQMLKPMFO! FW! GFQJFQHPM"NV! &41R! QNIH
JQFXMRMFOZ!P\N!WFGPKIBNMDMRNRS
I

Type No. %
(PFGDb!%FUJHOY!ISEFRHIFQ! JHQPMHIIY!IF[ORBHN! | 7:" | =7$7E
JFXNQOUN@RRIRM]ONVIWFQIUNVMKUREMNNHQIN
activities (min equity: 120,000 €) !

&MUMPNV!%FUJHOYFRREMIMOIUHAFQMPY!F[ON] #a:! #$'E
UKOMGMJIAHNNRWONFQ!RBBHIN!HGPMXMPMNR!

NCKMPYZ<<{€)!

%FORFQPMKU!SGFORFQIMEMIRNXNQKOMGMIHIM 9# ?$E9

JKLIME[ILHRNVZ![MP\IF[O!N]HI!R BHRMERIY 'WF Q!
VMWWNQNOP!RNQXMGNR!RKG\HRIJKLIMG!PQH(
QNWKRN!GFIINGPMFO

(INGMHI'>OVNQPHbLMO]!'SHAMNOMKLRWREMRNY Z| 78 =$o%
[MP\IF[O!IN]HI'RPHPKRILKR!VNINOVNOP!FO!UKOM
RHUN!IRNQXMGN!IJQFWMIN!HRIHLFXN
|

!

Germany®®:! 6NQUHO! GMPMNR! HLFXN! =<Z<<<! MO\HLMPHOPR! F[O! HLFKP! #Z=
NRPMUHPMR! P\N! PFPHI!OKULNQ! FW! GFQJFQHPMFOR!MR!HR!IHQ]N!HR! EZ<4
UKOMGMJIHIMPMNRS$!0\MIN!P\MR!INHVR!PFI#<!IGFQJFQHPMFOR!FO!HXNQH]N!
OKULNQ! MR! RMJOMWMGHOFFO!\NRNQHBSE! WFQ! IHQ] R IFRHIRHRELROMGM
NUJIFYUNOPZ! HIUFRP! =<e! HQN! HIQNHVY! NUJIFYNV! LY! MOGFQJFQHPNV! &4
INJHI' WFQUR! HQN! HJHMO! IMUMPNV! GFUJHOMNR! HOV! _FMOP! (PFGb! GFUJH
P\HO!MO!PHIYZ!HQFKOV! E<e! FW!P\NRN!WMQURNHXN! RFUN! bNIGMGZARIQMIX]
P\N!PYJIMGHI!GHRN!MR!HIUMOFQMPY! R\HQN! FW! P\NANDFYH PN G-FRFDH) DHY
HGGFQVMO]! PF! HI RKQXNY! HUFO]! IHQ]N! UKOMGMJHIMPMNR! YMNIVR! P\

JQFXMRMFOHIPYJNRf
!

Type No. %
&MUMPNV!%FUJHOY!SERLATRD!JHQPIY!F[ONVILY!| " 27" 7:3EB
JFXNQOUNOPZ!WFQ!XNQY!VMWWNQNOP!RNQXM
(NUMHKPFOFUFKR!>PMIMPY!S1IM]MRILINFIPMNIRINN/ 4 #"<! a$#
[MP\FKP!F[O!IN]HI'RPHPKRZIHGPMXN!MO!HII'RNQ
(PFGDb!%FUJHOY!S'bPMNO]N RN FER HY@RIQPI Y el E$a
FIONVILY!IFGHIIIFXNQOUNOPRZ!IUHMOIY!F[ONVIL

LULLLLLLL UL ULt v ny o e

FI(NN1%FOWRNQXMGM!S#<<?TIHOV!6QFRRKOBOVI2NMG\HQV!S#

“I(NN!6BORRM! HOV! 2NMG\HQV! S#<<9Tn! MP! R\FKIV! LN! OFPNV! P\HP! RFUN! FW! P\N! VHPH!\HXN! LNNO! GFIIN
RKQXNY!HOVIHQN!P\KR!JFPNOPMHIIY!OFP! QNJQNRNOPHPMXN!HOV!VFIOFP! GFQQNRJFOV! PF! P\N! OKU
MOPQFVKGPFQY!RNGPMFO$



HOVIKRNV!WFQ!PYJMGHI'MOWQHRPQKGPKQNIR
PQHORJFQP

%FORFQPMKU!SA[NGbXNQNMOWIRNXNQHINIFGHI!| "<7! ES$Y
JFXNQOUNOPRZ!IKLIMG!H[!LHRNV![MP\IF[O!N]HI!F

VMVQONQP!RNGXMENH!RMO]INIUKOMGMJHIMPYIM
!

&

+F!I RKUKJZ! [\MIN! P\NQN! HQN! UHOY! VMWWNQNOP! JFRRMLIN! MUJINUNOPHPMFOR! FW! GFQJF
FKPGFUN! MR! MOGQNHRIPEGEIHQP! WQFU! P\N! MOMPMHIIY! VNRGQMLNV! WFQGNR! P\HP!
JQNRKQNV! JFXNQOUNOPR! PFIRIDHUBEIVERMGMHOR! GHO! P\NURNIXNR! LN! HO! MUJFQPHOP! VQNM
GFQJFQHPMAHPMFOZ! NRINGHILHWS! RIBPFQ! QN]KIHPMFOR! HQN! JINQGNMXNV! HR! PFF! N'GI
MOWIN $IRINJINHIBRIQNWERWROFP! FOIY!N'PNQOHI! LK NQF! NDIMNREDEFOPQMREN
P\N!GFQJFQHPMAHPISFO!PQNOV

B>HI#2*1".&*/'1B! 5. 2@#+Q&1+".15#.+2127#+2&

2NIHPNV! PF! P\N! UFXRNRFEGMLR! HOV! MOGIGIHROMAHPMFOHI! MOVNJQRIXNPINZNGPFQ!
MOXFIXN UG X HQMFHIRMWIFEFIGN JQNRNOREBFOV! UHAFQ! PRNBMEA1RiED! GFOPQHRP! PF!
GFQJFQHPMAHPMFOZWPINXRGZXNR! FON! FQURAKNRDHI HOPONIF PNOPMHI'HQQHO]JNUNOPRIHQN
OKUNQFKR!HOV!QHO]S FOBRHEHRRTRRHQMFKRIWFQUIRIF®V UM NVIJKLIMG!INOBREBDMRNR
1KQFINHOWBRMRRMFO! S#<<: TIVR@KING! FW! PYJINR! HOV! TRFRDK ERKQINRYNRGQMLNV! HLFXNZ!
UHPNQMHIIJQMXHPMAHPMFOR!MO!PNQUR!FW!RNIIMO]'P\N!UHdFQMPY!FW!HRRNPR!FW!HO!&411
P\N!N'GNJPMFO! FO! P\N! [FGHI! JFXNQGUNGPLINXNIGNIPMEDRWFQ! MORPHOGN! NIRGPQMGMPY
HOV![HPNQ!JQFXMRMFO!MO! P\N! >O VIEFRMWEFOARDIY ZNF[NXNQZ! H! OKULNQ! FW! INRR!MOPQKR
MORPMPKPMFOHI! RFIKPMFOR! [MP\! JQMXHPN! RNGPFQ! MOXFIXNUNOP! LKP! [MP\FKP! JMXI
JFEXNQOUNOP! GFOPQFI! FXNQ! PIQMRNUFRAMEN[NQN! WQNCKNOPHNHYRBIRRY$VFQ! JQMXHPN!
MOXFIXNUNOP!FO!P\N!IFGHIFXNQOBXERNRO!N PNORMXNIMAFEKNGNOP!Y N NG SRNN!
HOVI*H]NVH! S#<&8VO!HOV!+HVNIMRFSAIMIKEIN NP HIS! S#4NEHEH VN P! HIS(SHT S !

LQFHV! HRRNRRUNOP! FW! P\MR! NXMVNOGN! JFMOPR! PF[HQV! JQH]UHPMG! HOV! NGFOFUMGZ! |
MVNFIFJMGHI! QNHRFOR! WFQ! HOV! H]HNSRRNEF KIFRH RNEBOFCR EVIN! FQJHOMAHPMFOHI!
P\NFQMNR! IMbN! +QHORHGPMFO! %FRP! 1GFOAHREBRHENEDHIIEWERIGY PF! RFEIBNINGINOPZ!
RNGPFQ!RINGMWMG!WHGPFQR!ONNV!PF!LN!PHbNO!MOPF!GFORMVNQHPMFO!PF!JNP!H!UFQN!
KOVNQIYMO]! JQFGRRRNRIFIIF[MO]Z! QHP\NQ! P\HO! VMRGKRRMO]! P\N! XHQMFKR! PYJNR! FW! J
MOXFIXNUNGFZERJINUNOPHQY!FQ!RKLRPMPKPMXN!G\HQHGPNQ!FW!VMYQNMINGFPFQQHO]NL
&41RIHQN!VMRGKRRNVS

1 (FUN! GFOWKRMFO! \HR! LNNOLEQNERNR! IMYRQUHI! JQMXHPNFSRIFDIQMXHP MAHWRMEROVR!
PYJMGHIIY! OFP\MO]! NIRN! P\HO! GFQJFQHPMAHPMFOZ! M$NS$! \NO! H! &41! G\HOINR! WQFU! H! JKLIMG! IH[! PF!
WMQUS$

T(NNI3HII'S"aa9HTIWFQ!H!RbNIPMG!IXMN[!FW!P\NRN QOIMEMERNRSHPMFO!N" IN

! #H



B>H>BH+ #1+2*F PO+#*/1555, &

+NIUNQN MRPNOGN!FW!GFOPQHGPMO]!QNIHPMFOR\MJR![MP\IP\NIJQMXHPN!RNG
XNQY! IMPPIN! HLFKP! P\N! N'@MEAPRARNGPFQ! JHQPMGMJIHPMFO! MO! P\N! HGPKI
VNIMXNQMO]! JKLIMG! RNQXMGNR$! (FUN! bMOV! FW! REKQGMO]! WQFU! P\N! JQMXHI
HI[HYR!ONGNRRHQY!WFQ!H!JKLIMG!NOPMPY!JQFVKGMO]!JKLIMG!JFFVRIHOV!RNQ
P\N!'VNGMRMXN!RANRAKRGNVN QIREERN! HQQHOINUNDRRIRA PFN\F[IRPQFO]IY!
P\N!IJQMXHPN!RNGPFQ!MRIMOXFIXNV!MO!P\N!GFQN!WKOGP NEBINWIDEXMVMO]!P
FW! P\IFOPMOKRINQN! HQN! RPHPH@MPNMEBBKQNUNOP! GFOPQIRBRR! HOV!
FKPRFKQGMO]!FW! MARHIRIMBNOXRGANEEN! PYINR!FWIHQQHOINUNOPRIHQN!KRKHI
OFP!QNJHQVNV!HR!RKLRBRIPKMRRIPE!LY! P\N! &41! LK RIQIBREIRNOMNOP! [HY!

WFQ! P\N! JKLIMG! RNQXMGN! JQFXMVNQ! PF! NORKQN! P\N! JQFVKGPMFO! HOV! VMF
3F[NXNQZ!MP!MR!H!JQHVKHI! RIMMYPEVRIRN G 1! JQFGKQNUNOP!HQQHO]NUNOPR
KRMO]! GFOPQEEPMAEPYNNINON@NIHPMFOR! [MP\I P\MQV!; BERPXNES
WQNCKNGRIR! HQN! KRNV! HIFOJRMVN! [MIRCRKIQN GFOPQHGPMQ]! WRGGPMGNR
N'HUJINVIO! P\N! GHRN! FW! [HRPN!VMRJFRHI! MP! WRFEXMRENBEMIHFAMPMNR! PFI\HXN
P\N!GFQN!HGPMXMPMNR!LNMO]!PHbNO!GHQN!FW!LY!P\N!&41!\NQNHR!RFUN!RJIN(
IMbN! P\N! GFIINGPMFO! FW! QNG Y GIHLIRIRI RFGFO RO G PN S PSR |
JFXNQOUNOPR! RFUNPMUNR! G\FFRN! @RPGHROQRHEGFOHIUMPNY! JHIP! FW!
UKOMGMJIRFIENY RNQXMGHIIQMXHPN!JCSRINVBIBQONQ!HOV!.NIIS#<<9TT$

&

+\N! UFQN! QNGNOP! PQNOVRZ! \F[NXNQZ! \MG\! \HXN! HWWNGPNV! XMQPKHIIY! H
GFKOPQMNRZ! MOGQNHRMO]IY! REXM PIRS FORIQHRBRPRP N! WFQGRMME REFVK
P\NIJKLIMG!]FFV!FQ!RNQXHYCGIRMRRRJMS Z! &4 1RIHQN!LKP!FON!FWIRNXNQHI!MORP
HQQHOJNUNOPR!PF!NORKQN! P\N!JQFXMRMFO!FW! H! JKLIMG! RNQXMGNS$!8NINOVI
PYJRI ! VNJQNN! FW! JQMXHPN! RNGPFQN\HEDIPMGNERMEGNMIFO]! P\N
PQHORWNQUMPMPBRbRZ! MRBRXNQHI1! QNRIFORMHONAFRG|NRNIN)FXMRMFO!
JQFGNRR$R! VNXNIFJUNOP! MRIMNM]\PNV! MO! PAN! RKQ]IIFBNOREHIKIRD!

HOV! P\N! MOGQNHRNV! JQFVKGPMFO! FWILIKLIFXRRXIHENRRKIRS!
F[ONQR\MJ! FW! P\N! HRRNPRIUHM®G\! P\N! JKLIMG! HKP\FQMPY Z! 444R!MO! P\N! WFQU!
GFOGNRRMFO!HOV! INHRN! GFOPQHGPR! PYJMGHIIY! (NPRGBME@HEE KQNNDHIOM
RKLRPMPRPEQ!NHUJDIP\N! GHRN! FVERGHRMGPR!MO! [HPNQ!JQFXMRNIFOZ! P\N! JQ
JHQPONQ!FINQHPNR!HOV! UHMOPHMOR! P\N! KPMIBIPFZNRRMNAQ! GOURQHEG P! \N!
HIRFMOXRRID!P\N'MOWQHRRBQKGPKQNS$

&



+FIGFOGIKVNZ!P\N!RM]OMW MG HERPEROPBEMITR! FW!PAN!THRPIVNGHVNR!N\HXN!
H!'RPQFO]'!NWWNGP!FO! &41R! MO!HP! INBIRINHHE M YHRBYX! KRN! FW!N"PNQOHI!
RFKQGMO]!MO!GFULMOHPMFO!HOV!HR A KBNTNUNCRLRBFXMRMFONHR!JHMONV!
MO! MUJFQPHOGNZ! HIRF! WFQ! &41RZ! [\F! MOGQNHRMO]IY! UHbN! KRN! FW! RK(
JQHGPMGNRSI! FP\ANQ'\HOVZ!P\N!JQFVKGPMFO! FVANRILNSE GRNIGRINQ! P\N!RFIN!
VFUHMO!FW!&41R$!'RIOFPNV!ILY!H!IOKULNQ! FRRNQNRIH ZXGWMBURQ VIESE NN ? T
GFOGNJP!FW!P\N!ITFXNGBRUNIENRRHQMIY!IQFVKGMO]!'JKLIMG!|FFVRIHOVIRNQXM
MR! JQFIQNRRMXNIY! QNRMG RE HNNVNORKQVMRPHPNY[EMO! P\MR! XMNJ[Z!
RHWN]KHQVMO]! P\N! JQFXMRMFO! FW! JKLIMG! JFFVR! P\QFK\! GFOPQHGPRZ! Q
FXNQRM]\P! MR! RKWWMGMNOP! HOV! A#FNOBFQWYNG@RIRRFIOY44!
HQQHOINUNOPR!HQN![MVNIY!QN]JHQVNV!HR!HO!HMRQBWPMXNIFFRIIEXMRBNR!L
&41R%

&

B>H>R2;&/'50%$%21!16*+&.7.2,&

'OIMOGQNHRMO]IY!IFIKIHQ!JQFKJI! FWBQIQKNPIMHPIGHO]NUNOPR!HQN!&41RZ!\NQ
JQFJINQPY! MR! VMRPQMLKPNV! HUFO]! JKLIMG! HOVANIGMXHRN! O KGRMR!
RFUNPMUNR! HIRF! GHIRFMP K PMEQHINGIRM]CRMIVKOGPMBORNULIHOGN!
LKP!HIRF!FQ]HO FHRMIBVWNRFNZEHMIN!UM NV IK DR XHPN!IUHQbNPIVNIMXNQY!
MO! P\N! >(! UNHOR! GFUINPMPMFO! WFQ! H! QNJMFOHIIY! IMUMPNV! UHQbNPZ! HGP}
NOPNQJQMRNR!HQN!JQNVFUMOHOPIY! JSRRN (I QIOBIA GIF Bi<< O F !

QNHRFOR! WFQ! KRMO]! P\NU! HQN! RFUN\HP! RMUMIHQ! PF! P\FRN! FW! GFQJFQHP\
VNGMRMXN!VMWWNQNO G FRIXENGRNN! GORABMERIN OPHYPGNQ

118,

)O! GFOPQHRPZ! GFQJFQHPMAHPMFO! MR! RKJJFRNV! PF! MOVHGENHLBAHO]N! MO
MOGQNHRMO]! UHOHINQMHI! HKPFOFUY! HOV! QNVKGMO]! JFXRQEIENIFZIGFORPQH
MOXFIXMO]! JQMXHPN! JHQPONQR! P\QFK]\! GFOPQHGPMO]! FQ! MORPMPKPMFOH
VMRGKRRNV!HJHMORP! P\N! LHGb]JQFKOV! FW! HIIF[MO]! P\N! JK LOMEBFRIQERIR)! HGGN
HOVHEIHLMIMPMNR!FWWNQNV!LY!P\NIJQMXHPN!JHQPONQRS$! HMRIJFPNOPMHI!XH
XHQMFKR!WFQUR! IMbN!JQFWNRRMFOHI! PNG\OMG HIFD AN MONANQINFG bOF |
NGFOFUMNR!FW!RGHIN!HOV!RGFJIN!HR![NII'HRIRMUJIY!HGGNRR!PFIWMOHOGMHI
FW!RIHIQNHVY!RbNPG\NV!R\FQPH]N!FW! QNRFKQGNR! MO! P\N! JKLIMG!RNGPFQZ!J
QNRJINGP!PF!P\NIWKOVMO]!FW!HQJN!MOXNRPUNOP!JQFANGPRZ!P\N!IJFRRMLMIMF
\HRIGNQPHMOIY!GFOPQMLKPNV!PF!P\NIQMRN!MO!JKLEMGIMOXFIXNUNOP!MO!&41R
&



O\HP!LFP\GFQJFEMDV! UM NVIIKLIMG!NO PRGNINEIERUUFRNANNV! PF!
NRPHLIMR\! H! JQMXHPN! IH[! LHRNV! FQJHOMAHPMFOZ! \NQN! MP!MR! JFRRMLIN! PF!F
QM]\PR$! 4QMXHPN! F[ONQRIAWNMBFKIQRRZ! P\HP! MO! HVVMPMFO! PF! P\N! HIQNHVY!!
JKLIMG!]FHIR! RAJFXNQOUNOP! F[OMO]! P\N!&41Z! P\NIJQFWMP!FQMNOPHPMFO! FW!F
JHQPONQ!\HR! PF! LN! PHbNO! MOPF! GFORMVNQKRMADSMROFORKQR! FW! JKLIMG
MOPNQNRP!MO!&41!'VNGMRMFO!UHbMO]Z!P\N!XHRP!UHdFQMPY!FW!GHRNR!WNHF
F[ONQR\MJ! LY! P\NIMG! RMVNS$! 'R! N'JIIHMONV! LY! .NI' HOV! *H]NVH! S#<"<T! MP! MR
GFUUFO! P\HP! P\N! JQMXHPNHIRRFIND QNRIFORMLMIGRYHIFINGHPMFOR!
NNQNHR! P\N! I[FGHI! JFXNQOUNOP! IMUMPR! MPR! HGPMXMPMNR! PF! UFOMPFQM(
GFOPQFI!QE\PR$

!

+\N! PQNOVHERY JHQPMHI! JQMXHPN! FONQR\MR NRDIEHQRY! GFOVMPMFOHI! FO! H!
RINGMMMEY's GFQIFQHPN! IN]JHI! LHRMR$!>OPMI! QHP\NQ! QNGNOPIYZ! IMUMPHPM
F[ONQR\MJ!MO!JKLIMG! GFRENMDMRIFM?! RN XIN@8!GFKOP GMMNRONGNRRHQY!
NXFIKPMFO! FW! PINMAQHUNI[FRFH!HIIF]! WFQ! RKG\! JFXNQOHOGN! HQQHOJNUNOPR!
MIIKRPQHPNV! WFQ! P\N! )PHIMHO! GHRN! MO! .FJON PHR®! HEIHEZF MRDP MUSHENRN!
&FGHI! 4KLIMG! *MOHOGN! .KQBHKXNE#R{FT VNGHVNRZ! H! OKULNQ! FW! QNJKIHPFQ
G\HOJNR!MO! P\N!IN]HNHMFAARINWWNGRIFQVNQ! PR HIIF[ P\N!GQNHPMFO!FW! UM’
JQMXHPNIIKLIMG!INOBNQJQMRNRS

&

B>@//12+2*#%!&@&%'7<&*+ &
'JHQP!WQPW! P[F!UHJFQ!PQRNRRIRIONM XNMUJFQPHOP!RNGFOVHQY! VNXOFRIUNOPR
HJJIQFHG\BRIO!LN!FLRNOXNV$

B>Q>3%&.<0*2127#W'7 & #+2'* |

'Rl HO! HIPNQOHPMXN! PF! JQVIXHFMGIPKIOGMIHI! HRRFGMHPMFOR! \HXN! JHM
MUJFQPHOGN! FXNQ! P\N! IHRP! WN[! YNHQRS$! +\N! UHMO! MVNH! LN\MOV! P\MR! PYJI
GFFINQHPMFO!MRI!PFIQNHJINWWMGMNOGY!JHMOR!WQFU! HEAMRXUDKNGFEOFUMI
P\HP! MMMFMPMO]! NGFOFUMNR! FW! RGHIN! JNONQHPNR! P\N! UHMO! LNONWMP! FV
GFFINQHPMFO!LNP[NNO!UKOMGMJIHIMPMNR!UHY!LN!HLIN! PFIVNIMXNQ!RMUMIHG
[MP\FKP! P\N! ONNV! WFQ! JQMXHPN! RNGPFQ! MOXFIXNUNOP! SRNNH\NHOV! *HJNVH
MOGNOPMXMONMFGYVIHIMPMNR! PF! FQIHOMAN! MPANRBIGNAE RN RIRAVFRN!
GHRNR![\N@VMXMKGMGMIHIMPMNR! VF!IOFP!FINQHPN!HP!FIPMBRNIRGHIN!HOV!
H]JQN]JHPMEO! FW! JQFVKGPMF GRQXURNRENRQEHE \/ MG RIMFRIR| O MW RISPIGPOR!

PF! RGHINSIQNWEQNOWFP! RKQJQMRWOPNQUKOMGMJIHI! GFFINQHPMFO! \HR! LN



NRINGMHIIY! QNIN)GFRRIRGMER! RNGPFMER!H! VNGNOPQNUNIOHI! RYRPNU!
WNHPKQWMG\HWQH]UNOPHRIF®! RMAN! FENOXMGRXMVANDRUJINR! Fr!
QNIHPMXNIY! RPQFO]! FYNRNGEWHPMEOR! fHPNEDV5FQ! [HRRING FFEQO!
NIIMKUZIHMDPHIYZ! 6NQUHHDKKRPQSRNSHFIIM]OFO! HOV! 6HP\FO! Skit<aTZ!
HOVI*H]NVH! S#<<BQUFRRM!HOV!2NMG\H@MKEE¥S9T TEFUN! cKHOPMWMGHPMFO!
FW!IP\N!IPQNOVIGHO!LN!WFKE/!MO!+HLIN!

D*O/$BF&S+-$21.+"")*/&X(()$2*-"B&IW(.2'$F&C./,-8&$-&*/58QW(TL$/&ICREIO(/7$2"+"&IADEEL

.NP[NNO! "aaEHOV! #<<?! UFQN! P\HE3<! ON[! UKIPM! JKQJ
FQHOMMHPMBEBRIJKOHKPgR! VBFUUKONRZ!  %FUUKOH
France urbaines and Communautés d’agglomeration—[NQN!RN®G$!'P! P\N
RHUN! PMUNZ! PAMR! MOPN]JQHPMFO! JQFGNRR! INV! PF!
JKQJIFRN!FQJHOMMHPMFOR!WQFU!"EZEa<!PF!""Z7:a$
*QFU!"aa7!HOV!#<<E!?#!UKIPMJKDIORROMGMIHI'HQQHO]
Finland WFQIRBN]MFOHI! VNXNIFJUNOP! NUNQ]JNV$! )O! #INQRI ¥R
dFMOP!HKP\FOMPMNR$

*QFU!99#!UHOGFUKOMVHVNR! SUFRBIHRERDIFRNT!HOV
Spain GFORFQGMFR! SUFRRIK(RFMRNN MO! "aa9! PF! "<<=I HO
FQJHOMMHPMFOR!QNRJINGPMXNIY!MO#<<7$

+\N!' INQGNOPHIN! FW! UKOMGMJHIMPMNR! KRM(
HQQHOJNUNOPR!IMOGQNHRNV!LNP[NNO!"aa9!HOV#<<=1\
.NP[NNO! "aaa! HOV! #<"<! P\N! OKULNQ! FW! GFFINQHPMH
%FUKOMTIMOGQNHRNVIWQFU!"?'PFL:##3$

Switzerland

Italy

'PI P\N! RHUN! PMUNZ! MP! R\FKIV! LN! OFPNV! P\HP! NXNO! MO! GFKOPQMNR! \NQN! M(
GFFINQHRMRIFQNIQNXHINGRIMQ! R\HQN! MO! JFJKIHPMEGNINIGHINPWND
RUHILNGHKRN! KQLHO! HOV! UNPQFJFIMPHO! HQNHRZ! \MG\! QNJQNRNOP! IHQ]N! .
RNIVFU!NOJH]N!MO!MOPNQUKOMGMJ$) DEFFINGHRRFRIX NEYUFRP! OF PHLIY!

IFGHI! JKLIMG! PEBRIRMOPNQUKOMGMJIHI! GIFRARKDERNAN!IWQNCKNOP! MO! IHQ]NQ
UNPQFJFIMPHGEHQNGP! WQFHEDRMVNQHPMFOR! P\HMNGROFPNINR! FW! RGHINZ!
RKG\! GFFINQHRRRINCKNOPIY! G\FRNO! PF! RFIXN! GFFQVMOHPMFO! JQFLINUR! P\H
VNRM]OMO]IJKLIMG!P@MRRNERS!

B>Q>B&*1C<#. M2*FI#*/l S™* R#.M&+)'<7&+2+2™ |
'RIHIQNRKIP!FW!P\NIWFGKR!FO!INQWFQUHOGN!HOVIVQMXNO!LY!P\N!-N[14KLIMG!
UFXNUNOPZ!IITFXNQOUNOP!HKP\AFQMPMNR!MOGQNHRMO]IY!KRNILNOG\UHQbMO]!H
GFUJHQMRARR! IFPNOPMHAVIHMOP QROKEft” competition.!)UIJFQPHOPIYZ! P\MR!
PYJIN!FWIJKLIMG!RNGPFQ!QNWFQU!HMUR!PF[HQV!MUJQFXIFAMNRQRUNQRWFQUHOG
RNQXMGNRZ! HOV! P\ANQNYHAENMRIRKPONGNRRHGM®IMO]! PAN!' FXNQHII!

MORPMPKPMFOHI'RPQKGPKQN!MO!PNQUR! FONHE{BIODREVRIMIFIOHH B RQENH- W !



GFIINGPMO]! INQWFQUHOGN! VHPH! MR!WHMQIY! [NII! NRPHLIMR\NV! MO! UHOY! VNX
[MP\! P\Ns@HOV! P\N{ ! HP! P\N! WFQNWQFOP! FW! P\MR! NN FeS[IME@PNS
(HUKNIR!S"aa7T!H@IFOR!HOV!2MXNOLHQbLTIBNRIVIPN! P\NMQRMPMFO!FWIRKG\!
LNOG\UHQbMO]! N'NQGMRNR! MO! ,1%8! GFKOPQMNRZ! P\N! HJJQFHG\! MR! KRKHIIY
MOGFUJQN\N@REXNPY IMGHIIY!HIRF! [MP\FKP!HOY!GFORNCKNOGNRZ! JFRMPMXNI!F
WFQ!P\N!GFUJHQNV!]FXNQOUNOP!FQBICHE@HEMPOBEP ! UF RBIEBIBMBHPMFO!

MR! XFIKOPHQYZ! P\N! QNRKIP RHHDAOYLIRENOPHPMFO! FW! QNWFQUR! MR! HRRM]
P\N!JHQPMGMJIHPMO]!UKOMSEEIRIRBNMRRIBNWHQbMO]HR!HIQN]KIHPFQY!PFFIIWF
JQMXHPN!FINQNPEORAUBRIKRNVIN'PNORMXNIY!MO!P\N!'KRRRERAIZRHPNQ!
bMOV! FWIDRQbNP! GFUINPMPMFUMERIGI GFORNCKNOGN RANMEM X1 RS!

'UUFOR! HOV! 2MXNOLHQD! S#<<9T! MP! MR! P\NQNWFQN! KOGINHQ! PF! [\HP! N'PN
GFIINGPMFO! FW! INQWFQUHOGN! UNHRKQNR! HGPKHIIY! INHVR! PF! MUJQFXNU
RNQXMGNR$

O\MINP\N!P[F!UHdFRDNGYBFQJFQHPM HPNIBRINXKIAK! RNGPFQ! MOXRIXSUNOP
[MP\IJFPNOPMHI!UBPRIMKINRQNHVY ! IHNGINRENP! QNUHMOR! PFILNIVMRGKRRNVI\F|
P\N! P[F! PYJNR! FW! JKLIMG! RN®ATQU! QRIHRINIG\! FP\NQS$! JOVNNVZ! HIP\FK]\!
JQNRNOPNVRARINGP!HOV!MOVNINOVNOP!PQNOVRZ!GFQJFQHPMAHPMFO!MR! XN(
HRIP\N!'WMQRP!RPNJ!PF[HQV!IJQMXHPMAHPMFO!FQ!RFUN!bMOV!FW!JQMXHPN!RNC
QNHRFO! WFQ! P\MR! JFPNOPMHI! G\HMO! FW! NXNOPR! MR! P\HP! HR! H! JQNGFO!
MOXFIXNUNOPZVIGKINOPNQJQMRNR! PYJMZHILK! GAIQIFQHPMANV! HOV! JMXNO!
MOVNJNOVNOP! INJHI'RPHPKR! PF! NOHLIN! P\N! JQMXHPNZRWNES AU BIOCRNVIERI JH
MRRKN! RSIDIRNQ! P\MR! HRRKRRMERZQNOP! PQNOVR! HOV! [MP\! MP! P\N! VMWW
PYJNR! FW! &41R! HQN! GFUJDIKNEBRRIO! RKLRPMPKPNR! HOV! GFQJFQHPMAHP
QNJQNRRIGKRP! HO! MOPNQUNVMHPN! RERQNPRENGMG\MOPMXHPN! RNGPFQ!
MOXFIXNUBIOP$

, Ol PAN!' INXNI! FW! &41RZ! RMUMIHQ! UKIPMRPNJIHYXNXNNNONOBREGRAV!
JHQPMHIIY!HIRF! MQP NFONVXDHP MFOH | HIRNIFR\N! GHRN! FVAWFARIDRPHOGN
UKIPMJIN! HUNOVUNG@RR! LNN®MOPQFVKGNV! RMOGN! P\N!REHSRMFR!! P\N!
PQHORWFQUHPMFO!FW!UKOMGMJHI!GFRERAFGRISGR WIGRMKNRSOP P\N'RHUN!PMUNZ!
QNRPQMGPMFOR! @WHNRON! FW! JIQMXHPN! NEOEAXNUIHOY HPFQY! JKLIMG!
UHdAFQMPY! F[ONQR\MJ! [NQN! IMWPNV! SRNN! .FJONPPM! H{PVHAFOR PFHVIPSYE<<7TT$
actual data, however, the authors conclude that the “widespread tendency to formal
JOQMXHPMAHPMFO! \HR! OFP! \FINMSGFUNNOMNYV H! RMANHLIN! RKMRRHOP
JQMXHPMEHRNROHQ!VNXNIFJUNOPR!WQFU!FP\NQ!,1%8!GFKOPQMNR!RNNU!PF!RK



OFPMFO!P\HP! GFQJFQHPM*AHPMFO! MR! OFP! dKRP! H! JQNGK QRPRQGXVPFDMKYHP M
UFQN!IJQNGNBRNZIIMGMP!MORPMPKPMFOHEG\FMGN!WFQ!&41R$

+FIGFOGIKVNZ!P\N!UHVRINPQINOIQFHG\NR!PF!&41R!HQN!GFQIFQHPM*"HPMFO!HOV!FQ]JHOM"HPNM
FO!P\N!FONNHOVZ!HR![NII'"HR!P\N!MOXFIXNUNOP!FW!P\N!JQMXHPNIREEPFQHRPHRRN! RFUIQ$!

N INGPHPMFORZ!GFQJFQHPM"HPMFO!VMV!OFP!PKQO!FKP!PF!LN!H! RIQUHANRANIBMEDRIKFON! |
RNNUR!PFAEXN!LNNZNIMLNQHPNIY!G\FRNO!LY!IFGHI!ITFXNQOUNOHRAB FQUEIKMRRMHABGMFO! MR!
HO! HPPQHGPMXN! HIPNQOHPMXN! PF! JQMXHPM*"HPMFOZ! HIRF! MO! PNQUR! FW! INQWFQUHC
P\FQFKNIYIVMRGKRRNV!MO!P\N!O'PIRNGPMFO$

HY) '<7T##+2@&B&.(.<H#*1&!G, &, <&*+,! (1456, !

+\N! GFUJHQHPMXN! QNRNHQG\! FO! P\N! INQWFQUHOGN! FW! &41R! MR! VNNJIY! NULNVVNV! MO!
VMRGKRRMFOR!HLFKP!JKLIMG!XNQRKR! JQMXNINHYGRSDIUMORAB! MO! P\MRNK]N! MPNQHPK
PYJMGHIIY! JKEONGIQMXHPN! FJONQR\MJZ! \MG\! HQN! GFUJHQNV! [MP\! QNRINGP! PF! XHQMF¥
UNHRKQNR! FW! INQWFQUHOGN! HOV! NWWMGMNOGY$! 6MXNO! P\MR! RPQFO]! WFGKR! FO! P\N!
QM]\PRZ! P\NQN! MR! H! IHGb! FW! RPKVMNR! GFUJHQMO]! VMWWNQNOP! P JFE FRRIEHPIRY! \MG\! C
VNRGQMLNV! IRMUNBKLIMG! XNQRKR! JQMXHPNHAQGNERBUNE ! H! IHQIN! JHQP! FW! P\N!IMPNQHPK!
[FKIVIUHbN!OF!VMWWNQNOGN!LNP[NNO!VMQNGPIY! UHOH]NV!HOV! GFQJFQHPMANV!&41RZ!HR!
PYJMGHIIY! "<<e! WFQ! LFP\! FW! P\N RN IMTRIMEFHEMNTES! 'R! HI RMVN! NWWNGP! FW! P\MR! KOVMV
PQNHPUNOP! FW! XHQMPWEA BRIINE! INQWFQUHOGN! GFUIHQMRFORZ! P\N! NUIMQMGHI! QNRKI
KOMOWFQUHPMXN! QNJHQVMO]! P\N! VQMXNQR! LNP[NNO! JNQWFQEMEGN MOREMMGNOGNF
GFUJHQMO]! INQWFQUHOGN! FW!JQMXHPMANV![HPNQ!KPMIMPMNRZ!MP!MR!KOGINHQ!\NP\NQ!I
MW!HOYZ!HQMRN!WQFU!P\NIJQFGNRR!FW!GFQJFQHPM*HPMFO! F QI BRHBR BEIGINHED! F[O}
\MG\! FW! P\N! P[F! FQJHOMAHPMFOHI! G\HOINR! MR! UF QUOR@MEIH LN HAMAQEROV! INQWFQUHOG
(FUN! FLRNQXN@RZIN"HUJPM]IMPA! S#<<<TZ! HPPQMLKPN! H! IHQ]N! JHQP! FW! P\N! QNRPQKGPKQ
GFQJFQHPMAHPMFO!MPRNIW!HOV!cKNRPMFO!P\N!ONNV!WFQ!JQMXHPM*HPMFO!HWPNQ!GFQJI
FW! NWWMGNMXIERSYIGFORNCKNOPRIZEBYXA LY! BMIIHIFO]HIS#HHR#TOMO]WKI! INQWFQUHOGN!
GFUJHQMRFO! HUFO]! JFXNQOHOGN! RPQKGPKQNR! QNcKMQNR! VMWWNQNOPMMPMO]! XHQM
N'HUJINF[ONQR\MJIZ!FQIHOMBHRNEIBHIPMGHI!IFQIVYOHUMGINWWNGPR$

'JHQP!WQRNRN!UNP\FVFIF]MGHI!QNUHQbRIQNJHQVMO]!P\N!IMUMPHPMFOR!FW!N'MRPMO]!RPKV
PEINUJA\HRMAN!H!WN[! GEMGEIRMG\! VMRPMO]KMR\! P\NEGHRMWERU! P\N! UFQN!INON@HI! JKLIMG

JOMXHRNQWFQUHGBNHQMRERRRRK! UHMO! PHRb! FW! PGEQRNRYNQNV! \NQN! MR! PF! JQFXMVN
JKLIMBEVR! HORNQXMBNRZMR! PEHREFUUMPUNOP! PE! JKLIMG! JKQJFRN! HOV! MOPNQNRP$!)O! P
PQHORHGPMFO! GFRP! NGFOFUMGRZ! RKG\' RNQXMGNR! HQN! G\HQHGPNQMANV! LY! H! \M]\! VN
MUJIMNR! P\HP! P\N! JFPNGEMREWEMXEIVN! PAN! RNQXMGNR! NOPHMIRI\M\! JFIMPMGHI! HOV! RFC
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OMIIMHURFO! S"aaaTT$! %INHQIYZ! RKG\! PHRbR! HQN! VMWWNQNOP! WQFU! PARMNIFRNRMFO! FW
HOHIYANV! LY! P\N! XHRP! UHdFQMPY! FW! P\N! NUJNRCHGHP RN GHPWOIERKI FF! B\N!
INQWFQUHOGN! FW! JK L INIGVHPRIKRO PN BQOIMFRNRR! WHXFQHLIN! WFQRGIIXMRNHPRIQU!
GHRNZ! \MIN! P\NY! HQN! UFRP! HULM]KFKR! FQ! NXNO! QNXNQRNV! \NO! MP! GFUNR! PF! P\N! JQF
JFFVR! HOV! RNQXMGNSISRNIONS#<<"TT$IGROV! HOV! QNIHPNVZ! &41R! XNQY! FWPNO! FINQHF
MUJNQWNGPIY!GFUINPMPMXN!UHQbNPR!RKG\IHR! ONP[FQb!MOVKRPQMNR! FQ!NXNO!OHPKQH
FW! P\ANRN! UHQbNP! MUJNIZRQMERVKGTOHI! GFUINPMPMFO! MO! P\N! UHQbNP! MR! MOWNHRMLIN!
QN]KIHPFQNIQNR! \HXN! PF! LN! NOXMRH]NV$! 'IP\FK]\! WQHOG\MRN! LMVVMO]ZZBFEDGNRRMFO! ¢
HJJQFHG\NRIMO!P\N!RHUN!XNMO!PQY!PFIFXNQGFUN!P\MR!JQFLINU!HOV!MOPQFVKGN!RFUN!b!
P\N! NUNQJMO]! NUIMQMGHI! JMGPKQN! MR! \M\IY! MOBROGREEGNHPNYRHER)UHOGN!
GFORNCKNOGNRS$

+HDbNO! PFINP\RQEN! JFMOPR! R\FKIV! MIIKRPQHPN! \Y! MP! UHY RN'BQROR IBHRNVIBN! MORM]\PR!
WQFU!P\N!PQHVMPMFRIRMXIKIEME&GFUIJHQMRFOR!MO! P\NIJQNRNOP!GFOPN P!PF! &41R$!2NGNOF
GFOXMOGMO]IY! R\F[O! P\HP! MEBHIMIRRWFQUHOGN! MR! UKIPMVMUNORMFOHI! HOV! P\ANQNV
VNJIJNOVNOP!FO!PQHORHGPMFO!G\HQHGPNQMRPMGR!HOV!P\NIUHQbNP!NOXMQFOUNOPS$!6MXI
&41RHQN! KRKHIYN\MNY!GFUJINTHOV! P\N! FINQHPMO]! NOXMQFOUNOP! XNQY! FWPNO! MUJNC
GRJINPMPMPEERN! MR! LKP! H! XNQY! IMUMPNV! OKULNQ! FW! HJJIMGHLIN! GFUJHQHPMXN! RPKV
WKQP\NQ! NUINHRMM'NJIJHQNOP! QNRNHQG\! [HJ! WFQ! RYRPNUHPMG! HRRNRRUNOP! FW! P\N! JI
HIPNQOHPMXN![FXNQOHOGN!MORPMPKPMFOR!L RNROYHIRIEF PG Bl L IKLIMG

&FFbMO]'HPIRINIMUMOHQY BIXYXMANKYIN"MRPMO]!QNRNHQG\!FO!P\N!GFUJHQHPMXN!INQWFQUF
P\HPN\HRI!LNNO!HGGKUKIHPNV!RFIWHQZ!P\N!WFIIF[MO]'IMGPKQN!HQMRNRf



D*0/$& F&:$2A(21*+'$&'(1)*2" (+,&"+3(/3"+78&&:;,

Author Year | Sector Countries Comparison Result
Bel et al. 2010 | Water, Waste Multiple (UK, US; Ireland,| Metaanalysiswith various studieanalyzingcost Newer VW X G L Hind SgyRif@dinev
Spain, Holland, Sweden, | savings from private productiqaontractingout) difference in costs
Careda...) comparedwith public production
Bel, Warner 2008 | Water, Waste Multiple (UK, US; Ireland,| Qualitative review of the existing empirical literature| Inconclusive result
Spain, Holland, Sweden, | on cost differences betweenblic provision and
Careda...) contractingout to he private sector
Bae 2010 | Waste US (North Carolina) Cost differences between public delivery (incorporai No significant difference
firms) or private contractors
Bognetti and 2007 | Multiple sectors | Italy Profitability differences between full and partial publi| Increased profitability for partial
Robotti ownership ownership
Chonget al. 2006 | Water France Price differences between directly managed firms | Significantly higher prices for
(rZgie) and contractingut (concessions, lease) contractingout
Chong et al. 2012 | Water France Price differences between directly managed firms | Significantly higher prices for
(rZgie and contractingut (concessions, lease) and | contractingout only for small
switches from public to private municipalities; no difference for larg
ones
Kwoka 2005 | Electricity us Cost andquality differences betweemunicipal
utilities and Investor Owned Utilities
Beuveetal. 2012 | Waste collection | France Cost andquality differences between directly managq Significantly higher costs faiZgie
firms (rZgie) and contractingut when municipalities are small.
Martinez 2009 | Water Spain Public (usually LPES) vs mixed and privateterprise | Higher prices under private/mixed
Espineira et al. provision
Monteduro 2012 | Multiple sectors | Italy Comparison of corporatized public enterprises undel Higher profitability of mixed publie
public and mixed publiprivate ownership private enterprises
Roy and 2007 | Transport France Comparison oflirectpublic with mixed angrivate Mixed < Public < Private with regarg
YvrandeBillon to production efficiency
Saal and Parkerf 2001 | Water UK Over time comparison of water providers that were | Improved efficiency through
privatized regulation rather than privatization
per se
Saal et al. 2007 | Water UK Over time comparison of water providers that were | Productivity growth after
privatized +tUpdate of Saal and Parker (2001) privatization not significantly
different after privatization
Cambini etal. | 2010 | Transport Italy Corporatization of local busompanies Significant efficiency gains through

corporatization

E<



)OIMON![MP\!IGIHRRMG!QNRNHQG\!FO!P\N!NWWN GRFWV KB PREHBVIQNMYBGIRQ! S#<<9TIHOV!
NIINP!HE#<"<TIRKUUHQM"N!P\N! QNRKIPR!FW!H! [HQ]N! ORRMOIGN ANNR RAREMEIRVIO]! GFRP!
VMWWNQNOGNR!LNP[NNO! JIKLIMBV/ IGFINRMEEN P! P\N! [HPNQ! HOV! [HRRNIRNGIRFED$
UNRRHIN!WQFU!PANRN!RPKVMNR!MR!P\HP!P\NQN!HJINHQR!PF!LN!OFIRYRPNUHPMG!GFRP!VM
HOV! JIQMXHPN! WMQU RPIQRMNQAMDNRSI@N RIENO]! QNRKIP! MR! P\HP! NRINGMHITY! ON[NQ! RPK\
KOHLIN! PF'WMOV! RPHPMRPMGHIIY!RMJOMWMGHOP! VMWWNQNOGNR$! +\MAF BRRMAGIO]! MR! R
RINGMWMGHIIY!FO!P\N! GFRP! VMWWNQNOGN!WFQ! [HRPN! GFIINGPMFO! LNP[NNOCGFQJFQHPN
FKP!PF!JIQMXHPN! WMQURS$! THMOZ! OF VMWWNQNOGN! MO! GFRPR! GFKIV!LN! MVNOPMWMNV$
MOVMQNGP!NRWRANBBNXHQMFKR! QNWFQUR! FW! &41R!IMbN! GFQJFQHPM HPMFO! FQ! -N[! 4KLIN
JQHGPMGNRIN\HXN!GIFRNV!P\N!MOMPMHI!NWWMEGWBIBIGY! THIM KHPEINNIDEERNQIGRENV Y
WFGKRMO]! FO! P\N! [HPNQ! RNGPFQ! P\HP! MOVMGHPNR IRVARNPGN NPRENFMPIENVEG PN!
RNGPFQ!JHQPMGMYHENIFROJMPNV!MR! (HHI!HOV! 4HQOMP\SHWAFTR]! RPK\LWI(HHINP!HI$
SH<<HB+H\N!FX@MUN!HOHIYRMR!FW!P\N! INQWFQUHOGN! FW! JQMXHPRMNVHIARVRKIRRPR! P\I-
NWWNGPR! HQN! HRPENB\KRHNRI MO! P\N! QN]KIHPFQY'! NQXADRBHINOPVXHPN! FIONQR\MJZ!
\MG\IVMVIOFPIIJQFVKGN!JHMOR!MO!NWWMGMNOGY$

(YRPNUHPMG! QNRKIPR! FQ)RHDBNIWEFU! RNGPFQR! FP\NQ! P\HO! [HRPN FIQ CHIEENNZIHQRI cK M
@[FbH! S#<<=T! RBVIHOV!/XQHOMNF-O! S#<<7T!QNJQNRNOPMO]! P[F! OFPHLIN!N'GNJPMFORS$! +\N!\
WMOVR! JQMXHPNIY! FONV! NINGPQMGMPY! KPMIMPMNR! PF! LN! HVXHOPH]NFKIRMWYQFU! H! GFRI
JKLIMGIY! F[ONV! KPMRMIPVMRZE FMEFQIFQHPNV! &41RZ! VNIMXNQNMINQ! cKHIMPY! MO! PNQUR
QNIMHRYXENMMOHIIY Z! P\N! RPKV YOM A2 EDHEBKNIFO! S#<<7T!WFQ! P\NI*QNOG\HIFGHINJKLIMG! LKR! RNC
MOVMGHPNR! P\HP! P\N! QNIHPMFORMGMMWPEWNBONMYMXHPN! FJONQR\MJ! UHRVIDENPSGP! LN! O
:FQN!IJQNGMRNIYZ! P\N!HKP\FQR! WMOV! BFOHMHEEREDIPN! RNQXMGN! PF!H! JQMXHPN! FINQHPF
UFQN! NWWMGMNOREZIMBYNYHPN! NOPNQJQMRNR! INQWFQU! NXIIN G RMIMIBIIRE L
P\N!IFGHI!JFXNQOWNOPS$

SNRIMPN! RIFMRN\HPRbNJIRHMIEMN[! FO! P\AN!N"INGPNVINWWMGMNOGY!THMOR! P\QFK\! MOXFIXNUN
JOMXHPN!RNIBPFRYFKIVILN!OFPNV!IP\HP!P\N QWNNONMQIKEHIIRPKVMNR!P\HPIJQNRNOP!INXMVNOC
GFOPQHGHWOINHVR! PF! NRDIVQBFFRPR! FQ! VNG QNHRN VKRV MWHMNOE YR IMQMGHI! RPKVMNR!
QNXMN[BHRP!RFUN! VFKLP! FO!JFPNOPMHIIY!N 'H]INQHPNV!N'INGPHPMFORZ! HP! P\N!RHUN! PM
MUJIY! P\HP! JQFXMRMFO! P\QFK]\! &41R! MR! UFQN! NWWMGURIOQXHEREBORQYHREHO
QNJQNRNOP!HO!NUIMQMGARHPNKRHRIRIRNVHXFQHLIN!'WFQIIQMXHPNIMOXFIXNUNOPZ!HP!INHR
RNGRFRR!P\HP!GFORBXBRKG\N!'WFQU!FW!444R!NNHVR!PF\M]\NQ!JQMGNR!P\HO!IJQFXMRMFOIF
YOPNQNRPMMIRDRRKIP! \HR! LNNONMDINQIGQHOGN! SRNN! %\FO]! NP! HI$! S#<<?TT! HOV! (JHMC
;HQPMAMNRIMONMQH!NP!HI$!S#<<aTTZ!P[F!FW!P\FRN!GFKOPQMNR![MP\!P\N![HQINRP!JQMXHPN!
MO![HPNQ!RNOXMGNR$



.NYFOV!P\N!PYJMGHIORMXIEPN!GFUIHQMRFORZ!P\NQN!HQN!FORPHNWYNRIB N QBRI HRRNRR!
P\N!INQWFQUHOGN! MUJIMGHPMFOR! FW! VMW ORRININR BN GREPFVPASHIRSWFQUHOGN! FW!I UM |
JKLIMBIMXHPN! SANBRZNXMFKRIOPMFONV! @RREZFY IHOV!/ X QEMDNAD! S#<<TPRFUN[\HP!
G\HIINOJNV! LY! JFRMPMXN! NEN@IANO® NV! JKLIMG! NOPNQJQMRNR! MO! )PHIYZ! INHVMO]! PF!
JQFWMPHLMIMPY! HR[EPUBEENMMPMFOHI! &41R! SRNN! N$]$! .FJONPPM! HOVRMURRARING#<<7TT$
MOGFOGIKRMXN! IMGPKQN! HQMRNR! WFQ! GFQJFQHPXMMNN CEZNRSQFUN/ NG BN NGE

IMbN! \MQINY! S"aaaT!\HR! GHRP! VFKLP! HLFKP! P\N! JFPNOPMHI! FW! GFQJFQIMIMRIFMFO! HR! HC
JKLIMG!RNGPFQ!QNWFQUZ! UFQN! GKQQNOP! RPKVMNRUFQNIIMRPM Q&SI AQFNVBINK! S#<<?TT
FOIY!JIMNGN! FW! NXNWIGYENNGMWMGHIPARFINMERDUHOGN! GFORNCKNOGNR! FW! GFQJFQHPN
WFE11RER!%HUL MOMENPIBISISMQ!WMOVMO]R!WFQ!FGHIILKRIRNQXMGNIJQFEXMVNQR!MO!)PHIN
PQHORWFQUHPMFO! FW! WEFQUNQIY! UKOMGMJHI! NOPNQJQMRNR! MOPF! HKPFOFUFKR! GFUJH
RMMWMGHOP!MUHWEIRIEDIWMGMNOGY$!

H\NILFPPFU!IMON!FW!P\NIVMRGKRRMFO!QN]JHQVMO]!PANIQNIHPMXN!INQWFQUHOGN!FW!VMW\
JFPNOPMHI'HIPNQOHPMXNR!PF!&41R!MRIRPQMbMOQO]IY!RMUMIHQ! PF! P\N!WRIQVMBIRNFW! P\N! L
VNLHPN$!-HMHP\NQN! MR! OF! KONCcRWARNB P! FW! GFQIJFQHPMM"HPMFO! FQ!JQMXHPN!RNGPFQ! M
WMQU! INQWFOWINORINGPFQ! RINGMWMG! NOXMQFOUNOP! HOV! GFKOPQY! RINGMWMG! MORF
RNNU!HLIN!PFIMOPQFVKGN!RKLRPHOPMHINNPNQF]NONMBPYFRNRIEE YGHIPR\NNR NVERENHIRF!

QNJHQVMO]'P\NIJFPNOPMHIINQWFQUHOGN!NWWNGP!FW!HVFIPMO]ION['MORPMPKPMFOHI'HQ

+N!WMOVMO]!FW!OF!FQ!FOIY!UHQIMOHI'VMWWNQNOGNR!MO!PYJNR!FW!&41R!GHO!HIRF!LN!N
FQJHOMAHPMFOHI! G\FMGNR! HQKPHONG\WFOPB! 'R! JQNVMGPNV! LY! PQHORHGPMFO! GFRP! NG
MORPMPKPMFOR!HQN!G\FRNO!PF!HG\MNXNMTMIRMEPINROGHRIRS!)W! P\MR!MR! P\N!GHRNZ!I
RKQJQMRMO]! P\HP!OF!RKLRPHOPMH AR NP DS S RMHIEUNGHKRN! PAN Y HQRNHVF JPNVIWEC
XNQY! QNHREIHIO]MP\! PQHORHGPMFO! RINGMWME I GNH (FHBGR RINRRVEER! N INGP! P\N!
FIPMUHI! JFXNQOHOGN! G\FMGN! PF! VNINOV! FO! P\N! RER&RREMFEDY LIKIPRHIRF! P\N! UKOMGMJHI!
NOXMQFOUNOP!HOV!JFPNOPMHI!N'PNQOHI! QNRP QNOGENMF ORGP FRN GHGRMEI 1! HOHIYAN! P\N!
VMWWNQNOP! PYJNR! FW! &41R! MO! IM\P! FW! P\MR! MVNH! P\HP! FQIHOM HPMFOHI! G\FMG
GFOWM]KQHPMFOR!PFIVNHII[MP\IPQHORHGPMFO!GFRPRIHOVIMOR®MPKPMFOHI!G\HIINOJNR!M

Q!"C&D+.#+&F21!1)C'21&!456, !

+\NIQNRKIP!FW!P\N!JQNXMFKR!RNGPMFOZ!P\HRBRR PNV KIQOPOINRIFMORFUN!PYJINR!FW!&41R!FX
FP\NQR! MR! OFP! RKQJQMRMO]! \NO! HGbOF[INV]MO]! P\HP! FQ]JHOM"H RYHOWRUG\ERRGENR! HQN

RPQHPN]MG! HR! PF HG\MNXN! FIPMUMANMOD MRPBFINNRE/LEAHY! XNQY! VNINOVMO]! FO! P\N!
LU L

*11UIMQMGHIIRPKVMNRIMO! FEEORMQNQIFYHOM HPMFOHI! G\FMGNRIHRINOVFINOFKR! SMEN$! OFPI QHC
N'GNJPMFORIHQNI%\FO] NP IHISIS#<<?Z1#<"#T$

! E#



PQHORHGPMFO! G\HQHGPNQMRPMGR! HOV! P\N! UKOMGMJHIMPY! RINGMWMG! RMPKHPMF(
MORPMPKPMFOHI'WHGPFQR$

Q>3 C#.#1+&.2,+21,I'(I+C&* #1+2™*! #*/1+C&ILO*2127#%2+=107&12(21!

O2+0#+2%F

HN“QOMIFPYIN! FW! &4 1 MHOWNINOMOFO! P\N! POHORHBPKRAGPNQMRPMGR!HOV! P\ANITUKOMGMJI
RINGMWMG!RMPKHPMFO$!*FQ!IMORPHOGNZ!P\N!IFIPMUMAMO]!PYJN!FW!&41!MRIWFINGPNV!PF!
N'HUJINHPNQ!XR!FGHIIIKLIMG!PQHORJFQPZ!L KRRHQMNWRKQIR G NIIBSMAG VAR <"# TH!
'TOKULNQ!FWINUIMQMGHHRRKOHANRN\NRN\Y JFPANRNR!HOVIWMOV!RFUBHRENQBIR!MO! P\N!
G\FMGNIFW!&41Rf

X More complex services increase the probability of a directly public provision—,ON!FW!
P\N! UHdFQ! MORM]\PR! MR! P\HP! WREHNNGFUEFOPQHGPMO]! RMPKHPMFOR! MOGQI
JQFLHLMIMPYGFRRNIOQFXMRMFO! P\QFK\! H! VMQNGPIY! tHQON NV IS MO!
HOV! +HVNIMR! S#<"<T! WMOV! P\HP! P\N! ONNV! WFQ! WIN MLNENIRQHONUBFPNOPMHI!
HRRFGMHPNV![MP\IH!RNQXMGNIQRECHINFRNTRN!GFOPQHGPMO]'FKP$!(MUJIN'RNQXM
RFIMV![HRPN!GFIINGERINQIRMIEHON! FWPNO!GFOPQHGPNV!FKP!P\HO![HPNQ!VMRPQ!
FQ\NHIP\'HOVIRNGKQMP JIRXUXNBMRIN!IQNXMFKR!IGIHRRMWMGHPMFOZ!P\MR!MU.
GFUJIN'TRNQXMGNRINIFBNGP!PFIRNNIVMQNGPIY!UHOH]NV!&41RIFQ!GFQIJFQHPMAN\
X Joint Service Delivery, that is partnerships with public or private partners, are more
likely in the presence of investment needs and when services are difficult to specify—!
'RIRK]INRPNM LQF[O!NP!HI$! S#<"#TKRN! FW!MOPNQUNVMHPN!FQ'\YLQMV!PYJNR!FW!VI
LNP[NNO!VMQNGP!JKLIMG!FQGKRPIRMNGRWIHRP!RKMPNVIWFQ!RMPKHPMFOR![\NQN!P\
JFXNQOUNORYLNONWWIH-U!N PN QERFK QB! N HUNWWIOHOGN! FQH)DIEKP!
VENR! OFP! [HRIRMXN! KJ! GFOPQFI! EXNQ! VNIMXNQY! LNGHARKF REFUIRINGEMGN
GFORMVNQ!HII'GFOPMOJNOGMNR!SMOGFUJINPN!GFOPQHGPRT$!+\KR!VNRJIMPN!P\N!\
INHV! PF! H! WQHJUNOPHPMFO! FW! GFOPQFIZ! UKOMGMJHIMPMNR! HJINHQ! PF! G\FF
GFFINQHPR@EOM NV!IIKLIMG!IIQMXHPN!&41RINXNO!MW!P\N!RN X MIGDPARIGHYYIN ™ $!+\N
RKG\| GFFINQHPMFCPRNIB[NM]\! PAN! JFPNOPMHI! GFRPR! FW! HYVMPMFOHI! UFOMPF
GFOPQWBOXNQRNIYZ! GFOPQFI' FXNQ! VNIMXNQY! MR!RPMII'\MJ\NQ! MO! RKG\! JHQPON
GFBQHGENRS
X Intermunicipal cooperation is an attractive alternative to contracting-out if competition
is low—)W!"RNQOHI! JHQPONQR! HQN! PORR\AMEBN RPQFO]IY! VNINOVR! FO! \F[!
GFUINPMPMXN!RKJJIY!'UHQbNPR!HQNS$! 3NN TEEUBHYNNFHNOMUMGMIHIMPMNR!
P\HP! GFFINQHPMFO! MR!'HO! MOPNQNRPMO]!' HIPNQOHPMXN! PF! GFUINPMPMFOZ! JHQ
MOWNHRMEODRNCKNOPIYZ! N! [MII'FWPNO! FLRNQXN! MOPNQUKOMGMJHI! GFFINQHPMI
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JKLIMG! UHOH]NUNOP! MR! KOHFPQWGERYDMGHKRN! FVQRISRRIFOR! FO!NGFOFUMNR! FW
RGHINZ!LKP!HP!P\N!RHUN! PMUNGBERRYBERRMIPPR! OF! MOPNQNRPMO]!HIPNQOHPMX!
UHQbNPR!HQNI!P\MO$

%FORMVNQNV!HRI'HI\FINZ! P\N! HLFXN! NUIMQMGHI! RPKVMNR! RIS NUNRFVERBOVQW CHNR RO]!
HIM]JOUNOP! \YJFP\ANRMRFRNHPOHOGN! PYJINR! HQNV GAFRNMBE)!HG\MNXN! PQHORHGPMFO! GFREF
NGFOFUM~MO]'QNRKIPR!SRNN!N$]$!0MIIMNUIRERFVEHEFVE OHI'HQQHOINUNOPR!HQN!PYJIMGHII
RYRPNUHPMGHIIYILY!FGHIIFXNQOUNOPR!MO!FQVNQ!PF!'VNHIIMP\IPQHORNGHNFRIPEFRPR!HC
UHQbNP!HOVIIKLIMG!IRNQXMGN!G\HQHGPNQMRPMGR$

Q>BI'C&! E'%&!'(! +C&! -*,+2+0+2*#%! 6*@2.*<&*H15.'$2+=U!1?77".+0*2,+21!
R&CH@2'#*/! )'..07+2™* !

8NRJMPN! P\N! WMOVMO]! P\HP! JQH]JUHPMG! HOV! NGFOFUMG! GFORMVNQHPMFOR! HJJHQNOP
G\FMGNR! B! IPGHI! [FXNQOUNOP! INXNIZ! UFRP! FW! PAN! JQNXMFKR! RPKVMNR! HIRF! R\F[! P\
GFORMVNQHPMFOR!HWWNGP! JFXNRQHOHEN IBEMMEORIOV! +HVNIMR! S#<"<T!WMOV! P\HP! JFIMI
RNORMPMXMPY!VNGQNHRNR!P\N!JQFLHLNINPYWINPIAR PR FRIQERIAI$HIG\FMGNR!WQFU!NINGPNV!
UHYFQR! RNNU! PF! VMWWNQ! RMJOMWMGHOPIY! WQFU! HJIJFMOPNV! GMPY! UHOHINQRZ! \F! H
JFIMPMGHI!MOPNQNRPR! SRNN! 3SNWNP"THYOV L IFRFOGRRBRZ! P\N! JFIMPMGHI!' VNPNQUMOHOPR!
MOGQNHRN!P\N! JQFLHLMINFXNQOVUMQRGBRFXMWRRIFOAUMMQNGPIY! UHOH]NV! &41RZ! FQ!HP!
INHRP!'VNGQNHRMO]! P\N! JIRFEFORQHERUROINGHKRN! P\NTFXNQOUNOP![HOPR!PFIQNPHMO! GF
FXNQ!H!RNOXMBNAR!HIRF!GINHQIY!IMObNV!PF!P\N!GMPMANO! MOPSENVREFNEIQQIBNDIG! RNQXM
H#H<"HTH

)O!HVVMPMFOZ!P\NIN"'MRPNOGN!FW!XHQMFKR!IJFIMGY!GFORPQHMOPR!MbN!KOMFOR!FQ!QNRI
PFI HWWAIEBIFMGN! FW! RINGMYZMGGRXRPQKGPKQN$! +\MR! GHO! INHV! PF! H VNGQNHRNV! KRN
UHOH]INV!&41R!IMO!FQVNQ!PFILYJHRR!P\NRN!IGFORPQHMOPRS$!

3NOGN! MO! GFOPQHRP! PF! P\N! JQMXHPN! RNGPFQZ! \NQN! HQJKHLIY! GFRP! NGFOFUM*MO]! QN
VQMXNQZ! JKLIMGVRISGFEMHIOMOHIRF! MIOXNR! JFIMPMGHI! GFRP! HOYOPNQNRARESKJIR!
P\NURNIXREKP! HIRF! P\N! NWWFQPR! FW! P\N! JFXNQOUNOP! PF! NRGNJNVRKGR MOVWKNGEENRA 1!
G\FMGRGINFXNIB\NIQNRRKQN!PFIQNRFRRBRAMN'WMQUR!MR!INRR!RPQFO]!MO!P\NIJKLIMG!RNC
RNQNWFRQMRHIM]ONV! FQIJHOMAHPMFOR! UHY! JQNX IMVN RIFQVY POTNRSINQRI GIXMABRMEOR!
WQFU!PQHORHGPMFO!GFRRNGEOMRMGRIHQZ![N!UHY!FLRNQXN!IXHQMFKRIVMWWNQNOP!FXN
NXNOWFQ!GFUJHQHLINIRMPKHPMFORHOV!IPQHORHGPMFORS

0\NP\NQRKG\! JFIMPMGHI! MORDKIRRSARHOGN! GVHRIRINRMQHUR OFP! GINHRBHIIY! P[F!
MOPNQJQNPHPMFOR!MQNMRNSIGPORRE! LNMAQWIERRROG Y!HON!VNNUNV!MUJFQPHOPZ!FQJHON

! EE



G\FMGN! MO! P\N! JKLIMG! RNGPFQ! [MII!l HOV! R\FKIV! LNN QI QHDRUY PY\IQRIKHPN! RNGPFQ$!
%FORMVNQHPMFOR! IMbN! QNVMRPQMLKPMXN! JFIMGMNR! LKP! HIRF! NGFOFUM@®' RPHLMIMAF
MOPN]QHPMFO! FW!FGHI! JKLIMG!NOPNQJQMRNR!MO!FQVNQ! PFINORKQN! P\N! PQHORUMRRME
%FOXNQRNIYZ! P\N! RNGRGANQONPMXN! MOPNQJQNPHPMFO! PF! JFIMPMGHI! MOWIKNOGNR! FC
G\FMGNR!MR!UFQN!RINQIRMEHINORPNHV! FWN\ARINO]! JFIMPMGHI!MOMMGYIBRIRNBP NVIMO!
FQVNQ! PF! RFIXN! UHQbNE! RINIRIRQNER! G\HIINO]NR! P\N! OFPMFO! P\HRH QM IFBIBENIGINR!
LNONXFINOP! HGPFQR$! AFIMPMGMHOR! HOV! LKQNHKGQHPR! UHY! LN! WFIIF[MO]! INQRFOHI! |F}
PANRN!IIJKQJFRNR$!)WIVMWWNQNOP!PYJINR!FW!&41R!IXHQY!QN]JHQVMO]'P\NMQ!JFPNOPMHI'KRN
LNI[NIWHQN!MOGQNHRMO]!PF!VNGRGBRNPMWROEN!IFGHI'HGPFQR!MO!M\N!G\FMGN!FW!&41R$

)PIMR!GINHQ!P\HP!GFOGNQOR! QN]HQV ERDNFRETRM B FQREPPMXN! LN\HXMFQR!HRRFGMHPNV!
KRN!FW!&41R!IVNINOV!RPQFO]IY!FO!P\NIMORPMPKPMFOHI!RN P ARG S SHRF DRI REMHINIEO!
FW!JEXNQOUNOP!XHQMNR! RM]JOMWMGHOPIYZ!NXNO! [MP\MO! VNXNIFINV! GFKOPQMNR! IMbN! P
RMJOMWMGHOP! XHQMHPMFO! OFP! FOIY! LNP[NNO! GFKOPQMNRZ! LKP! HIRF! LNP[NNO! QN]MFOF
GFORNCKNIMEN \HR! PF! LN! HGbOF[INVINV! P\HP! HNGFOKNGYPMFO! WFQ! FON! PYJN! FW! &41! F
HOFP\NQ!MRI@RMRHLINS!3F[!HVXHOPH]NFKRIHIRINGMWMG!PY IN!FW! &4 1 AR VRN O! RMP
IMbNRE! LN\SFOVMPMFOHI! FO! P\N! cKHIMPY! FW! IFGHI! JFXNQOUN @RHRONRIFERIAMOEGN Z!
GQKGMHIIY! EIGHN RNPPAMISING MMOREMPKPMFOHI! GFOVMPMFOR! R\HIN! OFP! FOIY! PA\N! MOC
IFGHI! JFIMPMGMHOR! FQ! LKQNHKG QHHR O HIRFENG FQQKJIPMFO! MO! PNQBRIGHRMORPMPK
HOV!LHIHOGNR$!;FOMPFQMO]! HENBRKRNFRIND]N! H! JQMEDEBIQO! MO! P\MR! QNRINGP!MO!FQVNC
QNVKGN!P\N!IJFPNORPMBQMBPMGNS

6MXNO! P\HP! JFIMPMGHI! HOVI MORPMPKPMFOHI! HRINGPR! HQN! OFP! FOIY! MUJFQPHOP! VQMX
VNGMRMFOR!LKP!UHY!HIRFI\HXN!H!IQNHP! MUJHGP! FO! BRNNHGRKHNMERABRIBMRNGPMFO!
PQMNR!PFAMNM]\P!RFUNIbNY!IGFORMVNQHPMFOR!RIBHREGRKITEN!PHBNO!

X Increased privatization and contracting-out is more prone to corruption and favoritism
'RIJKPIWFQ[HQV!LY!3HQP!NP!HI$!S"aa7TZIVMWWNQNOP!PY INRIRVY A PRPMONRIRDKON! P
UMRGFOVKGP$!)O!P\N!GHRN!FW!GFQQKJPMFO!HOVILQMLNRZ!MP!MR!PYJMGHIIY!HRR}
HOV!INQRFOHI!LNONWMP!MR!JFRRMLIN!MW!HERNROPM K RDKFRXEIRCHIR) FNBIRPVH! JQM X HF
JHQPONQ!HR!MO!H!UM 'NV!&41$! (FUN! NXMVRGENIGNR) GRHCG\LMDWFKOV!IMO!;HQPMUF
HOV!(PQHKL!S#<<aTIWFQ!&HPMOI'UNQMGHO!GFKOPQMNRS$!

!
'RIH!QNRKIP!FW!P\N!JFRRMLIN!IJQMXHPN!JHMOR!WQFU!MOXFN{FRIHN QNSIPIPN! JHQPC
P\HP! GFQQKJIRPM&E®! INHV! PF! UFQN! GFOP®KBPMOY! UM'NV! JKLIMG! JQMXHPN!
HQOINUNOPR! P\ER! [FKIV! LNIFIPMUHI$! 3SNEMBN GFQQKJIPMFO! MR!I' H!bNY! GFOGNQOZ
MOXFIXNUNOP!FW!IJQMXHPN!JHQPONQR!GNQPHMOIY!MOGQNHRNR!P\N!QMRb!FW!LQI
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MOGNOPMXN! PFIQNVMQMNGHRPEIGHRLNONWMP! FACRNVILOFWVIAR JHRIRONQ

P\N! JFIMPMGMHOHRQE ORI X FDENYHMOZ! P\N! MORPMPKPMFOHI! RNPPMOY]! [MIIT\HXN! H
MUJHGP!FONF['JQNHP!P\N!QMRb!WFQ!RKG\IJQFLINURIMR$

!

Political goals can prevent the adoption of efficient LPE types
4FIMPMGHI!GFORMZNIHHPYNFORE FOR (PRNHKERN! FW! &4 1RGN NN HVFIPMFO! FW!
NGFOFUMGHIIY!RKINQMFQ!TFXNQOHO GNIRMBITRIR NN S BNGELITN HUWNID V!

P\HP! >(! GFKOPMNR! GFRPQHGR! FWPNO! MW!I RINOVMO]! HOV! VNLP! IMUMPR! HQN!JQ
JFIMPMGHI! MOPNQNRP! |QFRBRHPIKNNEDINB$! 'OFP\NQ! JFPNOPMHI! NWWNGP! MR! P\HP
PYJINR! FW! &41R! HQN! IGTRRANIMRE)IHXFMV! VNLP! FQ! WMRGHI! IMUMPR! SRNN! RNGP!
YORPMPKPMFOHI'HQQHOJNUNOPR!HQN!P\N @A QN'BBIVIIGVPRINON! LNONWMP!FW!P\N
JFIMPMGHI!FQ!LKQNHKGRHBMB/WNQNOP!PYJINR!FW!&41R!HQN!P\NO!G\FRNO!VNJINO\
JFRRMLMAWENHQXOJFIMPMGHI! RKJJIFQPNQR!HOV!MOPNQNRP! |GRNINRIRQIGFOXNQRN
RKGGNRFVNQOUNOPR! PFI GNQPHMO! JFIMGMNR! P\QFK\! G\FFRMO]! [FXNQOHOGN! Ht¢
P\HP!HQNNHOYMNPENQRN!SRNN!3FQO!S"aa=TT$

!
YWIGFOPQFI'FXNQ!&41RIGHO!LN!KRNV!PFIIKQRKN!IIFIMPMGHIFHIRZ![N!FKIVIN'INGP
GFOPQHGHWOFW! JKLIMG! RNQXMGNR! HOV! UFQN! VMQNGPIY MUGIOHRFO BUINR! PAHO!
WQFU!HO!NGFOFUMG!JFMOP! FW! X MIE VHRBWRINEWIPMGHI!MOPNQWRIQRIOGN!MO! &
UHY!LN!ONGNRRHQY!PFIVNJFIMPMGMAN!H!PHRb$!"'WKOGPMFOHI'RNJHQHPMFO!WQF
FQ!GFQIJFQHPMAHPMFO!HOV! PANQNWFQN! R\MWPMO]! GFOPQFI! QM\PR! FXNQ! P\N! &4.
WMQU!UHOHINQR!UHY!LNINOXMRH]NV$

!

High political sensitivity regarding a particular public service increases transaction costs!
,ONI'QNHRFO!HVXHOGNV!LY!OMIIMHURFO! S"a@dNQFRRXM{IP! HOV! R\FKIV! G\FFRN!
UFQN! MOPN]QHPNV! PYJNR! FW! FQJHOM”HPMFOR MRDPRRIN ARNORNPNAIHRVIKQNR!
MOWIN"MLMIMPMNR!UHY!JQFXN!VMRHRPQFKR$!&FFRNIY!RINHbMO]'P\MR!UHY!LN!MO
QMRb!HXNQRMFO! QNIHPNV! PF! JKLIMGORSQRMGNRIL IMHNNEEPY! UHOHINV! &4 1R!
HIF[! WFQ! P\N! JFRRMLMIMPY! FW! VMRGQNPMFOHQY! MOP NOX RYMVAOVHIRY FANQN?
4FIMPMGHI! RNORMPMXMPY! MR! P\NQNWFQN! dKRP! HOFP\NQ! PQHORHGPMFOQO! G\HQ
FIPMUHI'IFXNQOHOGN!G\FMGN$

!
)O'HIRMUMIHQ!XNMOZ!MPIN\HR!LNNO!HQ]KNV!P\HP!RPHbN\FIVNQ!GFOGNQOR!MO!PNGC
XHIKN!IR\FKIV! LN! PHbNEGIGEHRD P! \NO! GFORMAYNQMQMFKR! JIFRRMLMIMPMNR! WFQ! JK
RNQXMGN!JQFRVRIQNBKIPZ! P\N!FIPMUHI!PYJN!FW! &41!MR!VNWMONV!OFP!FOIY!ILY!(
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PQHORHGPMFO!HOV!IUHQbNP!G\HQHGPNQMRPMGR!HR!MO!P\N!IJQMXHPN!RNGPFQ!LKI
+\KR![\ NO!HJJIYMO]'P\NIMVNHR!FW!PQHORHGPMFO!GFRP!NGFOFUMGR!FO! P\N!G\FMC
PFILNIUFVMWMNVIWFQ!P\NIRINGMWMG! GMQGKURPHOGNR!MO! \MG\IJFPNOPMHIIY ! (
HQN!VNIMXNQNV$
!

X Public opinion and discontent with policy choices has to be taken seriously
)O!' IM]\P! FW! P\N! N JNQMNOGNR! MO! &HPMO! 'UNQMGHZ! \NQN! JKLIMG! VMRGFOPNOI
JOQMXHPMAMO]'WFQUNQ!RPHPN!F[ONVINOPNQJQMRNRNHRIMOGQNHRNV!GFORMVNQF
(PQHKL!S#<<aTTZ!P\N!QFIN!FW!JKLIMG!FIMOMFO!MIINIORRUMFQIRHOFFQP!'WFQ!
P\NIG\FRNO! PYJN! FW! RNQXMGNRMNMIMXNRFSIY! MOGQNHRNR! MO!NWWMGMNOGYZ! P
HOVIRFUNPMUNR!QNHI!MOGQNHRN!MO!GFQQKJIPMFO!GHO!KOVNQUMON!JKLIMG!RK.
PYJNR! MOXFIXMOQO]! JQMXHPN! JHQPONQRS$! +F! P\MBQRGMRR R OHQRIHYINDRHQIY!
RPHPNV! N’ INGPARMEMG! RNGPFQUON@N MOVMRJINORHLIN! PF! HXFMV! VMRGFOPNO
KOGINHQ!HOVIMOWIHPNVINIINGPHPMFORS$!

ANRN!JFIMPMGHI!NG BJFUNOBRMOGMMNKI\P! P\N!WHGP! P\HP!P\N! G\FMGN!FW!&41R!VNINOVR
P\N! [MVNQ! MORPMPKPMFOHI! RNPPMO]Z! RMJOMWMNV! LY! P\N! QKIN! FW! IH[! FQ! MORPMPKPMF
JONRNOGN! FW! GFQQKJP BN FQODKMCPMXMPMNR! MO! P\NSNKNMAIRNGOFRSI! PYJIN! FW!

JFIMPMGHI! QMRbZ! VMWWNQNOP! PYJINR! FW! &ARKQNAL PP RKSVRMNOFRS! 0\MIN! RPQFOINQ
MOPN]QHRMFDRI HUMMQNGPIY! UHOH]NVIWMQURZ! QNVKGNR! P\N! QMRb! FW! GFQQKJPMFOZ!P\I
WFQ! JQFLINUR! QNJHQVMO]! P\N! FJJFQPKOMRPMG! JFIMPMGHI! KRN! FW! &41R$!)O! P\N! IHPPNQ!
JHQPONQRNBRKQN!HO!HIMJOUNOP!FW!&41!ILN\HXMFQ![MP\IMPRIJQMUHQY!]FHIIFWIJQFXMVMO]

+F! RKUHQMIRN! G\FMGN! FW! &41R! LY! IRGBINGR®AI RNNUR! PF! LN! IHQ]NIY! LHRNV! FO! NWWMGN
GFORMVNQHPMFORS! +\M RIVNINGNRI BHFD! P\N! G\HQHG PNQNREMERRMANRNOP! PY INR! FW!
&41RIHQN!FIPMUNEGQNHRIQBDRHGPMFO!GFRP$!)O!HVVMPMFO!PFIRNQXMGN!G\HQHGPNQMRF
P\N! QNRINGPMXN! UKOMGMJIHIMPY! MONFNQBREFGRRIPIQHGPMO]! GHYBEAMGIN! P\N!
QNIHPMXN! HPPQHGRWIXMORERRW! P\N! VMRGQMUMOHPMO]! HIMJOUNOP! \YJFP\ANRMR! HIRF! \F|
JFXNQOUNOPRE! MR! PRURIDKIGMJIHIMPMNRRM PSR GFOFUMGHIIY! UFRP!WHXFQHLIN! PYJIN! FW!
JMXNO!H!'RMPKHPMFOZ!GHIJHGMPY!LKMIVMO]!R\FKIV!LN!H!bNY! GFO GRS MM BONGCPFWUJ
IFGHI! JFXNQOUNOPR! SRNN! HIRF! RNGPMFO! =$=T$! *MOHIIYZ! HJHQP! WQFU! NGFOFUMG! |
VNPNQUMOHGERQN! JFMRNV! PF! HWWNGP! JFXNQOHOGN! G\FMGNR! MO! P\N! JKLIMG! RNGPF
HGGFKOPHLMIMPY!HOV!PQHORJHQNOG Y! URYUNIIRFENERKQNIM®\ HO!NGFOFUMAMO]!G\FMGI
&41RIHOV!P\N!GFORMVNQHPMFO!FW!JFP NGBWIHK R MDSEISRORIMG![EHIRS



+\N!UHMO!GFOGIKRMFOR!WQFU!P\MR!RNGPMFOFHQRIRUGUNBRRNRAUE! FW!P\N!IUFRP!GQMPMC
WHGPFQR! P\HP! R\FRI®O! MOPF! HGGFKOP! \NO! G\BRRMBIFHIQFXMVN! JKLIMG! RNQXMGNRS! +\}
G\NGbIMRP! UHY!RNQXN!HR! H! QFK]\ ]KMVMO]! JQMOGMJIN! PF! RPQKGPKQN! P\N! VNGMRMFO! FC
JKLIMG! RNQXMGN! VNIMXNQY$! JUIFQPHOPIYZ! PF! G\FFRN! H! RKMPHERIIRMIRIRGMVRMMGIGGF
RMPKHPMFOZ! IFGHI! JFXNQOUNOPR! HQN! QNCKMQNV! PF! \HXN! RKLRPHOPMHI! bOF[INV]N! HL
WQHUN[FQbZ!UHQbNP!G\HQHGPNQMRPMGRZ! ZNQXNENH BRI RGBS MIBRFOUNOP



Box 7: Checklist for LPE Choice

! 8NRGQMJIPMFO 2NINXBP!cKNRPMFOR!WFQ!HRRNRRUNOP
Regulatory ! !
Framework
JOPNORMPY! 8NJNOVMO]J'FO!P\NIRNGPFQ!MO!INONQHI'HOV!IIKLIMG!R JRIP\NQN!H!OHPMFOHI'FQ!QNJMFOHI!QN]KIHPFQY'!L
QNIKIHPMFQ VMWWNQNOP!PYIJNRIHOVIMOPNORMPMNR!FW!IQNIKIHF 'QN!P\ANQN!HOY!OHPMFOHI'FQ!QN]JMFOHINKMVNIMONR!FW!VM
MOPNORMPY!FW!FXNQRM]\P!HOV TIN\OKHNAMF OHRIM HOV!IcKHIMPY!FWRIKQIXMBEN RO
HKP\AFQMPMNR!UHY!'WHGMIMPHPN!RNQXMGN!IJQFXMR  'QN!JKLIMG!HOVIJQMXHPN!WMQUR!RKLANGP!PF!IP\N!RHUN!IQN
JQFGNVKQHIIKOGNQPHMOPY$
2NIKIHPFQY!| %NOPQHIFXNQOUNOPR!RFUNPMUNRIMOGNOPMXMA"N!} 'QNIP\NQN!MOGNOPMXNR!PF!HVFJP!H!RINIGMWMG!P
MOGNOPMX FW!&41R!IP\QFKNWMRGHI!MOGNOPMXNR$ 'QON!P\ANQN!'WMOHOGMHI'RKLRMVNR!P\HP!HQN!HXHMIHLIN
FQIHOMMHPMFOHI'RPQKGPKQNRO
Market ! !

Characteristics

+\MO!UHQbNPR

+\MO!UHQbNPR!I[MP\IHIHGb!FW!GFUINPMPMFO!IPYJMG

O\HP!MR!PANIRMAN!FW!P\NIJFPNOPMHI'UHQbNPo

MOPNORMPY GHRNIWFQ!&41RIMOIRIBWRHIGMNOGY!JHMORIWQFU!G 0\HP!MR!P\N!GFUJNPMPMXN!RPQKGPKQNo
GFUIJNPMPME  KOIMbBNIY$!+\MO!UHQbNPR!HIRFIMOGQNHRN!P\N!JFPN 'QNIIQMXHPNIWMQUR!GFUJINPMO]!MO!PANIRHUN!UH
HUFO]IJQMXHPNIJHQPONQRZIN$]$!P\QFKN'QN]JMFOHI!R
UHQbNPR$
‘NPQFJFIMPH{ &HQ]N!GMPMNR!HOV!UNPQFJFIMPHO!HQNHR!PYJMGHI )RIP\NQN!H!PQHMONV!RPHWW!PFIUHOH]N!GFOPQHGPKHI'QNIH
HQNHRIXRIQK NGFOFUMNR!FW!RGHINIHOVIUHY!N\MLMP!IHQINQ!MOP RNQXMGNRo!
QNJMFAOR | RUHII'GMPMNRS$!'RIRKG\Z!P\N!GHRAPWFQ!BARINKLIMGIFQ 'QN!FGHI!FXNQOUNOP!GHJIHGMPMNRIGKHIVMRNOKRISNR!MOF

JHQPONQR!MR!RFUNNHP![NHbNONV!HR!HVVMPMFOHI!
GFULMONV!IJQFVKGPMFO!HQN!KOIMbNIY$

Public Service
Characteristics

(NQXMGN!
GFUJIN'MPY

3MI\NQ!GFUJIN'MPY!MR!KRKHIIYIHRRFGMHPNV![MP\!H!
WIN'"MLMIMPYJHFARP!NVHIPHPMFORS$!;FQNIMOPN]QHPNV
HQN!IJQNWNQHLIN!MO!PANRNIGHRNR$

JWIP\N'RMGNX!MR!GFOPQHGPNV!FKPZIHQN!QNON]FPMHP
'QN'VMUNORMAOIRHIMPYINHRMIY!RONGMWMHLIN

(IMIFXNQ!NWV
HOVIGFFQVMO
ONNVR

JW!IP\NIWKOGPMFOHI'PNQQMPFQY!HOV!P\NIdKQMRVMG
OFP!dKRBHI!IJKLIMG!PQHORJFQP!LRR!RRFHARNOPZ!PY
&41R!R\FKIVILNINOXMRHINV!P\HP!HIIF['WFQ!HO!MOPNOR

'‘QNIPANQN!MOPNQHGPMFORIHOV!IVNINOVNOGMNR!MO!H!IRN

HUFOJIUKOMGMJH)MBMYRBIGKHAEB ! IJKLIMG!IJHQPONQ

JRIMOPNQUKIIRERMNQHPMFO!WQNCKNOP!MO!P\MR!PYJN
'‘QNIP\ANN\MJ\NQ!PMNQ!MORPMPKPMFOR!GFFQVMOHRMO]!IH

UKOMGMJIHIMPMNRO




P\NIWFQUIFWIMOPNQUKOMGMJH@NN-INQARMIFBR!KO
RKG\IGMQGKURPHOGNR$!!

JRIRNQXMGN!IQFXMRMFO!G\HQHGPNQM/ NVR!F(BRKI1RRMIKIH

1GFOFUMNRIH
RGHIN

YW!HIRNQXMGN!N'\MLMPR!RM]JOMWMGHOP!NGFOFUMN
[MPAIJKLIMG!FQIUIQMXHPN!JHQPONQR!HQN!PFILNINOXMH
P\NIJQNXMFKRIJFMOP!FO!;NPQFIFIMPHO!HQNHRZ!P
VNINOVNOP!FOIBEWMPYPFIN"JIFMPINGFOFUMNR!RW!H

)RIP\N!RNQXMGN!KOVNQ!GFORMVNQHPMFO!G\HQHGPNQM”NV

)RIP\NIGKQQNOP!NXNI'FW!IJQFVKGPMFO!G\HQHGPNQMANV!ILY

RGHINo

VNGQNHRMO]!QNPKQAQR!PFIRGHINo

Institutional
Environment

'QONIJFPNOPMHIIIPRIPINLIMG!FQ!IJQMXHPNZIHXHMIHI|
I

%FQQKJPMFO
WHXFQNIPM

)YOXFIXMO]!IFKPRMVN!'WMQUR!HOV!JHQPONQRZINRING
MOGQNHRNR!P\N!QMRb!FW!GFQQKJIPMFO!ILNGHKRN!MP
HOVIGHRIF[!P\QFK\'GFEBOKHI'HQQHOJNUNOPRILNP[NN

JFXNQOUNOP!HOV!P\N!IJQMXHPNIIJHQPONQ$!0O\MINIP\M

RFUN[\HP!QNVKGNVIWFQ!&41R!IMO!GFOPQHRP!REKREIN

\M\NQ!VN]JQNN!FW!MOPN]QHPMFO!VMUMOMR\NRIP\N!
|

:FQN!JNONQHIIYZ\F[NXRQEBFQMO]!HOVIMOVNJINOVNO

MOVMRJINORHLIN!HIRFIWFQIVMQNGPIY!UHOH]NV!&41
JQFLHLMIMPY!FWIKOGFXNQMQ]'UMRGFOVK

'‘QNIPANQN!OHPMFOHIIKMVNIMONR!P\HP!|FXN GO FRUMGHN!G
JHQPONQRO!"QN!PANQN!QN]KIHPMFOR!QN]JHQVMO]'P\N!PQHOR

'‘QN!P\ANQN!N'PNQOHIILFVMNR!HKVMPMO]!&41RIHRIJHQP!FW!

3F[IIQFON!HQNIJKLIMG!IFWWMGMHIR!HOVIJFIMPMGMHO

FWIGFOGNRRMFOR!HOV!IJQFGKQNUNOP!IJQFGNVK

AFIMPMGHI!GH
FWI&4AIR

4KLIMG!RNQXMGN!IQFXMRALEQ G PENFRVIPMGHI!FJJF

KRMO]!P\N'WMQU!WFQ!JFIMPMGHI!FLANGPMXNRZ!N

NUJIFYUNOP$!%FOXNQRNIY!PFIP\NIJQFLINU!IFW!GFQQK

JFIMPMGHI'MOWIKNOGNILY!R\MWPMO]!'VNGMRMFO!QM]

WMQUHOH]NUNOP![FKIV!RIRRR!INRRIRPQFO]IY!MOPN]Q
FWI&41RS$

JFXNQOUNOP!ILKV]NPo!"QNIN'PNQOHI!N"INQPR![MP\FKP!JFIM
JONRNOP!FO!P\NILFHQV!IFWIVMQNGPFQR!FW!HO!&410!0\F\HR

JRIPANQN!HIRNJHQHPMFO!LNP[NNO!&41!LKVINPR!HOVIP\N!]

UHMOKRMONRR!IVNGMRMFOR!HOVIMOXNRPUNO




VI-* +2+0+2*#%!) CH% % &IF &,

YJO'HGGFQVHOGN! [MP\! RINMMNI MY NQOHOGN! HJJQFHG\! VINKIRNRI N68! SRNN! N$]$! %\HQLMP!
S#<""TTZ!H'OKULNQFNOPMEQ¥PMGHI!G\HIINOINR!'WFQ!FGHI'FXNQOUNOFRR{MRNROIRFWIVNGP N
JKLIM! RNQXMGNR!\HXN! LNNO/RI@NKFFMPRIANY JHINQHPPNOVNVEN? G\HIINOJNRY DFP!

FOIYIHXN! HO! HVYXNQRN! NWWNGP! FO! JKLIMG! RNRXMIGRIXNXQNARNBEFHFIVMOHPMFO!
QNCKMQNBNRINFXNREUN! FW! P\N! [FXNQOHOGN! PYINRMRGKRRNV! HON! P\N! NOVF]NOFKR!
QNRJIJFORNRRQGFUMMVIRPIGDH] INOINROV! GHO! P\NQNWHEOR!N " JIHMO! [\Y! RFUN! WFQUR! FW!
&41RIHQN!UFQN!GFUUFO!MO!RFUN!RMPKHPMFD!P\HO!MO!HOFP\NQ$
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+N! KOVNQIYMO]! REKQGN! FW! HVUMOMRFRD MIRVIKIQ]SIMIIQOIHPNY! PF! P\N! JFPNOPMHI! UMRUL
LNP[NN@KQMRVMGPMANRHHESHPMFO! FW! WKOGPMFOR! HGQFRR! dKQMRVMGPMFOR! MO! H! Vi
RYRPNU$! >OINRR! P\N! WKOGPMFOHI! PNQQMPFQY! HOV! P\N! dKQMRVMGPMFO! FXNQIHJZ! RFL
QN]KIHPNSFFQVMOHPMFO! MR! MOVMRJINORHLIN! PF! NORKQN! HO! NWWMGMNOP! HOV! NW
GFORMVNGHVIMIOMRPQHPMXN! GAHFNQNRKIP! WQFU! RKG\! H! WKOGPMFQIEHIVIRMIM]OUNOP
QFKIMYVMRPMO]KMRINV! LY! \NP\NQ! GFFRYMOMPNER!IFW! GFFQVMORPMRQMRVMGPMFOR!
HWWNGPR! P\N! RNQXMGN! WQFU! H! GMPNRIGAIRQRINGENRINISHRN! IFGHI! JKLIMG!
PQHORJFQPEBRMEQNQN! GFFQVMOHPMFO! LNP[NNO! IFGHI'HOV! QN]JMFOHI! JHQPONQR! MR! GQK
NORKQN! H! RUFFP\! WKOGPMFOMO]! FG/FRRRRIKINFANIE PMEOR S FMIMROTIN! P\HP! WFQ! &4+ H!
[MVN! QHOJN! FW! QHP\NQ! WFQUHI!' HOV! MORPMPKPMFOHIMANV 18 ERDNVRIRFRIFECHONG\HOMRUI
GFKOPG@NMFENQUHOY! HOV! 'KREEQIHVORPPNIGNZEXMVARHQN! UNULNQR! FBH IR
PQHORJARRFGMHPMFOR! SBNQbN\QRXNQLpOVNTZ!\MG\!GFFQVMOHPN!JKLIMG!PQHORJFQP!F
RYRPNU!FW!RKG\BRINQ! JFXNQOHOGN! MO/RFANPRFRIERRIQXMGNR! FW!VMWWNQNOP! FINQHPF:
GEXNQRIQPKAINII\FIN! PNQQMPFQMHI! HQNH! SRNNF@HRFPIAXSHIXVING FW! &4+ MO!"<! IKQFINHO!
GFKOPQBINR

)O! FPANQ! GHRNRZ! \NQN! P\N! VNUHOV! RMVN! MOGNOPMXNR! [INFQNZFFCNQEHNRC! HQN!
JFPNOPMHIIY! UFQN! QNJKIHPMXN! MOPNQXNOIEDRIMKPROIMRNINR! UHY! LN! ONGNRRHQY! PF
RPMUKIMFRFINQHPMEIFO]! IFGHI!' JFXNQOUNOPR! HOV! PANQNWFQN! &41R$! 'O MORPQKGPMXN!N'
[HRPN! RNGPFQZ! NRINGMHIIY! HR! WHQ! HR! P\N! RKJJIY! FW! PQNHPUNOP! GHIHGA@?Y! MR! GFOC
MOGQNHRMO]! NOXMQFOUNOPZRNMMHTHN DNRFN QOHP MFOH I MFINN TR HOVWMII!
VMQNGPMXNZ! HWWNGPMO]! [HRPN!VMRAFREN! HINGPQNHBWNORO! QNGNOP! YNHQR$!'IP\FK]\! P\
HRRFGMHPNV! ONNV! WEQ! HYWMPMFOHI! P\NGUPIQ MO NEPASBNIEGMPY! SHRVIBFUJHQNV!
PQHVMPMFOHI!IHOVWMIIT! [HR! RPQHM]\PRIASHINNSMIZYRAR! HGPKHI! MUJINUNOPHPMFOZ!\F[N
PYJMGHIIY! QNcKMQNV! RKLRPHOPMHI! GFFQEMHFHFRIFD! FOTRBIOREAHOGNZ! HIP\FK]\! [HRPN!



PQNHPUNOP! FWPNO! QNcKMQNR! H! RGHIN! LNYFOV! HIIROAINPAN OMSVIIMAQPYVOP! WHGMIMI
FLXMERZ! P\N! XFIKOPHQY! GFFQVMOHPMFO! GHO! LN! RMJOMWM GHDAVIOHIBINRMZQL PWYQN
MOVMXMVKHI! JFXNQOUNOPRS$! )O! JFGPRNIFTHRAPINRPN! VMRJIFRHI! WHGMIMPMIGRIMR! FWPNO
QNRMRPH@BAN JQFXNR! PF! LN! H! JFIMPMGHIIY! RNORMPMN! HIBRKMSOBRIK OWP{NNO!
UKOMGMJIHIMPMNR! UHY! OF PGNEHYRYLNN! [MP\FKP! RKJIJFQP! FQ! MOPNQXNOPMFO! WQFU! HI\M
JFXNQOUNDP$

&41RHQN! HO! MUJFQPHOP! WHGPFQ! PF! GFORMIQIQ XA ORHR) BIERRINQHPMFO! BIR! INRR! IMb
LNGHKRN!VOIRE]'HO!MOGNGRIIHPMLINIQN]KIHPFQY '\WBHIHEQBON G FRESFRDRMVNQ! P\N!
MOPNQNRP!FW!P\N!XHQMFKR!VMWWMQNXBIFIRP QM \FYRQRPNQF]NONFKR!MOPNQNRP! LNP[N
JFIMPMGHI'HGPFQRZ! WNERIONIHQFYMNQR FQMNOPNV! GFOPQHGPMO]! MO PARYRDEGWEADGQNF
GFOPQH@ERHUWOPHY! GFUJIMGHPN! P\N! GFFINQHPMFO! JQF Q$RRMRBBOEHTNVR! QHMRNV! |
'OPFOMFIM!HOV!;HRRHQKPPF! S#<""T! GFOGIKVMO]! P\HP! P\N! MOGQNHRNV! VMRMBRN]QHPMFO!
N'HUJINGFIINGPMFO!HOV!PQNHPUNOPZ!QNMIOHBNIBBEFQNIVMWWMGKIPS$

%FORNCKNOPIYZ! P\N! UHMO! HVUMOMRPQHPMXN! G\HIINOIN! MO! P\MR! QNRINGENWR! PF! MUJI
JFRRMLIN! MOGNOPMXN! GRIGHFRAOQNID]P\NO! P\N! JQFINORMPY! PF! GFFINQHPN! MO! GHRNF
GFFINQHPMFO!MR!OFP!XFIKOPHQY $! OOV R FQNERINGHP ! [FKIV!ILN!HUFVMWMGHPMFO!FW!MO!
RKLRMVY!RG\NUNRZ!\MG\'HQN!JHQPMGKIHQIY!'WQNCcKNOP!MO!VNGNOPQHIMANVIWNVNQHI!GI
RKWWMGMNOPIY!\MM\ RGHIN! NWWMGMNOGY$! 2NJHQVMO]! WMRGHI! MOGNOPNMXHNR! MO!'INON
IHOVRGHJIN!RK]ARRRG PFBNI)FHG\! [FKIVILNIJQNWNQHLIN!MO!FQVNQ!PFIHXFMV!IVNHV[NM]\P!R.
MO!RNGPFQR!\NQN!SXFIKOPHQYT!GFFQVMOHPMFO!HIQNHVY!N'MRPR$
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"TUHdFQ! GFOGNQO! QNIHPNV! PF! PAN! KRNGH\NIRBIMRR![RFUN! NUIMQMGHI! WFKOVHPMFOZ! MF
JFPNOPMHI!'HGb!FWIWMRGHI!PQHORJHQNOGY!HOV! NUM@AIRANPMHDHOBRURNAIRMFOS$! 'R!
HIQNHVY! UNOPMFONVZ! WMRGHI! GFORPQHMOPR! WFQ! IFGHI! [FXNQOUNOPRNENRHPY IMGHII
VNGHVNR®B!FWPNO!MOGQNHRMO]'GFOGNQOR!HLFKP!JKLIMG!VNLP\HXN!INV!PFISOKUNQMGH
LKVINP! FQ! MOVMGHPFQR! FW! WMOHOGMHI! RPHLMIMPY! IMbN! VNLP! RRXMXNIMQPBMAEMKG\! QK
MOGNOPMKMNQOUNOPR! PF! RNNb! HIFRFEQIGRNRXRNV! BQMMVIROHOGNS$! 6MXNO! P\N! RFUN[\HP!
HULM]KFKR! RPHPKR!FW! JKLIMG! NOPNQJQMRNR! MO! P\N! OHPMFOHI! HGGFKOPR! HOV! JKLIMG
\HXN!QNINHPNVIY!LNNO!KRNV!PFIR\MWP!WMOHOGMHIIIMHLMIMPMNR!WQFU!P\N!LKV]NP$!

)O!QNGNGIFIQR!H! OKULNQ!FW!JFPNOP NV@! NREERPMBIREMR GMJIIMONNHXN! LNNO!QNJIFQPNVS$!I*F
MORPHOGNZ!HR!;HHRPQMG\P!VNLP!HOV!VNWMGMP!GQMPNQMH!VFIOFP!MOGIKVN!JKLIMG!NO
HQN!RKWWMGMNOPIY!MOVNINOVNOP!HOV!GFRP!QNGFXNQMO]!SKRMO]!P\N!'VNGMOMPMFO! F\
OFPHLIN!PNOVNOGY!PF!RIMWP! VNLP! HOV5FQ! VNWMGMP!\N HEXWP KKV GIRNGPRQIRHVR!



[HY!'FW!IGQNHP®EBIIRK!R\HVF[!LKVINPRIMR!KRKHITY!HG\MNXNV!LY!GFQJFQHPMAMO]'HIGFUJHO®
OFP!KOGFUUFO!WFQ!&41R!SRNN!&INQH!HOWBRINDMRNFSNFWIRKG\IJQHGHORIANRIMO ! (JHMOT
FWIR\MWFPMEBPMRIIPZ!&41R!GHO!HIRFILN!KRNV!IHR!HIRFKQGN!FW!GQNVMP!ILYIMRRKMO]IGFOPM
IFH& PHbNO! FKP! LY! P\AN! JKLIMG! NOPNQJQMRNS$! 'R! N'JIHMONV! LY! .QM"M! S#<<ET! MO! P\M}
JFXNQOUNOP! GHOINWWNGPMXNIY! QNJIHGN! VMQNGP! |JFXNQOUNOP! LFQQF[MO]! LY! MRRKMO]
AMGVIHQN!KRKHITY!ONMP\NQ! GHIPKQNV!LY!VNLP! HOYNNMMGMIGGRRNBPUIB) RPHOVHQVRS$
RMUMIHQ!VNXNIFJUNOPNHRI!LNNO!HPPQMLKPNV!PREDNMEBRQNHAENDIBRMEBFINGPR!S4*4TIMO!
>@%$! )OVNNVZ! P\N! MOcKMQY!LY! P\N! 1IGFOFUMG! ' WWHMQR! %FUUMPPNN! FW! PAN! 3FKRN! FW!
WFIIF[NVIHIIKLIMG!VNLHPN!HLFKP!P\NIJFPNOPMHINMVVNO!IFXNQOUNOP!VNLP!MO!4*4RZ!GFOC
[HR!H!RYRPNUHNROFRERE- Qi MO!WHXFRIGMOBMO]! IFGHI!MOW QRIRINGHGE RQNEK\!4*4R$

+\N! QNRKIPMOQO]! JFIMGY! QNGFUUNOVHPMFO! LY! P\N! MOcKMQY! FW! P\N! 3FKRN! FW! &FQVR!
PQHORJHQNOGY!MO! P\N!@&RMNFEWHFNURRFOVXN-GHI! JTFXNQOUNOPR! VRIRBIERMIQNGP!
PYJINR! FW! VNLP! HGNFQNMREP\! RPHONHKNQOUNOP! WMOHOGN! RPHPMRPMGR$! +\N! [IHPPNQ! [HF
NRINGMHIIY!MUJFQPHOP! MO! FQVNQ! PFI HRRNRR! P\NZHGPNH VRMUR EVWRBN [HRAMO! WHGP!
IHQINIY!KObOF[O!HP!P\N!PMUN!P\N!QNJFQ#![HR![QMPPNO

)O!P\ANIRHUNIXNMOGEP R XMRMFO!FW!P\N!1KQFJINHO!(YRPNU!FW!-APMP OH#GGIVHIOPR
NWWRERNTHHOINR! MO! PAN! QNJFQPMO]! QNAKNMOOMRIDPEHI! LKP! HIRF! IFGHI!' JFXNQOUNOPRI! I
QNRJINGP!PF!IIKLIMG!NOPNQJQMRNRS$!+\NINMOPN{IHRINATIRWU RO FIAVFP\N | R MK NAWFAANAP!
LKP!HIRF! PF!INP!H! GINHQNQ! IMGPKQN! FOMPNNO P INIGKRINKQMHI! HGPMXMPY ! FW! IFGHI! JFXN
FKPRMVN! P\N! JKLIMG! RI\NQNHHRORKIGNQ! FW! MOPNQNRPMO]! MORM]\PR! QN]JHQVMO]! P\N
GFQIFQHPNMHRMBKLOGBIXHPN! HQQHOIJNUNOPR! MORPNHV! FW! PQHVMPMFOHI! &41R! GFK
IXNOPKHIIYZ!P\N!MOGQNHRNV! PQHORJHQNOGY! QNJHQVMO]! P\N! KRN! FW! HIPNQOHPMXN! PY.
QHMRN!IIKLIMG!RKJIJFQP!HOVIHGGNJPHOGN!FW!IKLIMGIRNGPFQ!QNWFQU$
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,ON!FW!P\N!UFRP!GFOPNOPMFKR!MRRKNR!RKQQFKOVMO]! P\N!QNGNOP! VNXNIFJUNOPR! FW! &
QNWFQU! MR! HGGFKORHRAIMRYEQ! FQJHOMAHPMFOHI! PQNOVR! WFQ! &41RZ! GFQJFQHPMAHPM
RNGPFQ! JHQPMGMJHPMFOZ! \HXBILXNQYUNRQEOGNQOR! P\HP! JFIMPMGHI! HGGFKOPHLMIMF
P\NQNWFQN!QNRJIFORMXNONRR!PF!JKLIMGOQDANGRMBKIRINMS! -FPMFEOR] RPN

FKP!FW! Ridte” [NQN!JQNRNOP! OFP!FOIY!MO! P\N! JKLIMG! VNLHPN! LKP!HIRFIHGHVNUMHZ! OFP!|
JFIMPMGNDRBVSRISIZ\FVNR! S"aaBTRF! WQFUIKLIMG! UHOH]NUN@RINGPMXN! P\N! cKNRPMFO!
FW!\F[! PF! GFOPQFILHFOWIPFQ! UFQN! HKPFOFUFKR! JKLIMG! FQUAMIXMPNINRBNQJQMRNR! \HR!
QNGNMXNV! H! IFP! FW $2RANDEMEPDUKOMGMJIHI! GFQJIFQHPMAHPMIRO ) RIGINGN QUFRRVIHHOV!
2NMG\HQV! S#<<9T! GFOGIKVN! P\HP! P\N! RPNNQMO]! FW! UFQN! MOVNINOVNOP! &41R! MR! JQFLH
MUJFQPHOP!G\HIINO]N$!'"JHQP!WQFU!UHOH]NQMHI'MRRKNRZ!GFOGNQOR!HQN!QHMRNV!P\HP!M



JQFLINUR! PANQN! MR! HO! NWWN@RIFXN MEH! EFOPQFI! FW! UKOMGMJHI! GEFQJFQHPMFOR! LN
JFIMPMGMHOR! \HXN! [MP\VQH[O! PA\NURNIXNR! WQFU! P\NMQ! GFQJFQHPMFORS! +\N! QNRKIP! M
MOPNQNRPR! FW!P\N! XHQMFK RIGR@FR)NEMRFORIV! MO!H! INONQHI! UKOMGMJIHI!RPQHPN]Y$!4H
IHQIN!GMPMNRZ![\MG\!R\FKIVINWWNGPMXNIY!UHOH]N!HOV!GFFQVMOHPN!VFANOR!FW!GFQJFQ
QNIHPMFOR\MJR![MP\IJQMXHPN!IJHQPONQRZ!UHY!LN!KOHLIN!PFIMOPN]JQHPN!HII'PANMQ!N"PNQ
MOPF!H!GF\NQNOP!RPQHPN]Y$!; FONFANQERRMSN OPQHIMAHPMFO!FW!QNRIFORMLMIMPMNR!
HJJQHXHPNV!QUREFAMNQAMMRGFOVKGP!HOVIGFQQKIPMFOZ!HRIMOVMGHBNVILY!;HQHXMG!S#<<
!
'l UFQN! JFRMPRBGIWHORW! PAN! QNGNOP! G\HOJNR! MO! JFXNQOUNOPHI! JFXNQOHOGN! MR! JMXN
SH<<ETZ!\MGBFORMVRRR/NGQNHRN! MO! MOPNQOHI! GFOPQFI! UNG\HOMRUR!HR! H'R\MWP! MO!
HOV! N'PNQOHI! GF@FRQFE RREUMD! P\N! WFQU! FW! HKVMPRS$!'O! MOPNQNRPMO]! JFMOP! JKP! WFQ
QNJFQP! MR! P\HP! VNRIMPN! RFUN! GFUUFO! PQNOVR! MO! JKLIMG! RNGPFQIFKOREMMNREIFO]! VI
P\NQN!HJINHQR! PF! LN! OF! XMRMLIN! G FOA¥RIDRMEMMBY ! JQFGNVKQNR$! +\MR! MVNH! MR! RKJ.
AHPPM! SHRETIQFXMVNRY! HOHIYRMR! FW! REMVROENANNO! HKPFOFUY!HOVIHGGFEKOPHLMIMPY! M
IFGHIIIJKLIMG! PQHORJFQP! RNGPFQ$! 4FRIFOHOHAQRENPENOPR! RNNU! PEFTHQMRN! [MP\IQN]JHQV!
PQHORJFQP!HKP\FQBFEQRMOHPNR! P\NIMOVMXMVKHI! FINQHIMFQR$H SRIMFEIZI(DHIO
HOWIRF! 4FIHOVZ! H\M\Y! MOPN]JQHPNV! HJJQFHG\! [MP\! IMPPIN! JQHGPMGHI! HKPFOFUY! MR! ¢
GFUJ®HPMXNIY! MOVNINOVNOP! GFQJFQHPMANV! GFUJHOY! RPQKGPKQNR! HEIHDKRNV! MO! 6N
'KRPQMMSRZHIP\FK)\' HGGFKOPHLMIMPY!\HR! LNNO! MVNOPMWMNV! HR! H! bNY! MRRKN! MO! P\N! J
RNQXMGNR! P\QFK]\! &41RZ! P\NQN! RNNUR! PF! LN! OF! GFORNORKRIMPYRT)! GRICGPIWDIRVIPR!
FIPMUHIIN'PNOP!OFQ!P\N!HJJQFIQMHPN!UFOMPEQMO]'UNG\HOMRURS!

V>Q ?$WE1+2@&!) CHYUWEAFREE'% &Y E2,MIOC#.2*F
'RIRFFO!HFEOPQFI!FXNQ!HO!&41!MR!R\HQNV!LNP[NNO!FGHIIJFXNQOUNOPR!SMOPNQUKOMGMJ
LNP[NNO!P\N!FGHI![FXNQPIHOV! H! JQMXHPN! JHQPONQ! SUM NV! IKLIMG! JQMXHPN! &41RT! JFPN
\NPNQF]NONFKR!MOPNQNRINHOMRNMBWFQUNQ!GHRN!MP!UHY!LN!HQ]KNV!P\HP!P\N!FLANGPMXH
MR! IMUMPNV! LNGEHKFRMXMYIMG! MOPNQNRPR! HOV!FR ML RLOHTRN! BY.R RPQHPN]MG!
VNGMRMERRRMPKHPMFO!MR!UKG\! UFQN! GFUJIMBNONYBMEBKINANYZ! H! PY IMGHI! QNHRFO!
WFQ!GFFINQHPMO]![MP\'JHQPONQR!WQFU!P\NIJQMXHPNIRNGPFQ!MR!P\N!IMOGQNHRNV!GFRP!
JHQPONQRZIMAERKQO! R\FKINPIR! MO G RINMRMVIG MIKBE YSYNWMOMPMFO! FLANGPMXN!G\HIINO]N
UM NV!&41R!HQN!OFP!HIGFMOGMVNOGNI!LKP!P\NIXNQY!UFPMXHPMFO!WFQ!NOJH]MO]!MO!H!LKF
JOMXHPN!IJH@RONGSNOPMPMNR!KRKHIIY!VFIOFPNHXN!WMOHOG NI PHNIE RN RFRWBI HRIIQ
GFRP!UMOMUMHPMFO!HOV!MW!HP!HIIZ! RKG\YWRORFEREEQR ROHNMGIFR! IMUMPMO]! P\N!INN[H
FW! JKLIMG! FQIJHOMAHPMFOR$! +QHORWNQQMO]! GFOPQFI! FXNQ! &41R! PF! JQMXHPN! JHQPONG
INHV!PFIFLANGPMXN!GHIINOJNR$



(\MWPMO]! GFOPQFI! FXNQ! HO! &41! MRZ! \FINXNQZ! OFP! NOFRIN@RMP RIRIINTRMIXNR! MO! P\N!
LN\HXMFQ!FW!JQMXHPNBEDPEMIINEY! P\NIJFPNOPMHIIQNXNOKNIWQFU!HO!&41!HGPMXMPY!MR
MR!OF!QNHRFO!PF!N"INGP!H!JQMXHPN!JHQPQN QHAFIEW HHX MK NMGWINOP! LNGHKRN!P\NQN!HQ
OF!MOGNOPMXNR!PF!UHOH]N!P\N!WMQUEIPOKNIGYWHRNBINERFPWI JQMXHPN! JHQPONQNHR
P\N!JFRRMLRMRIGQNIFMOIP! LY! HVHIPMO]! P\N! UHOH]NUN B8 HBUAMMNIEMI QN OP! QNRKIP! PF!
JKQNKLIMG!JQFXMRMFO! LNIRNINGRANGS]! KIFO! P\N!RINGMWMG!HQQHOJNUNOPZ!P[FIVMRPMOG
HQN!PFILN!N'INGPNV!LY!JQFWMP!FQMNOPNV!JQMXHPN!JHQPONQRS$! *MQRPZ! MVEBGIN! QNXNO}
N"HUJINP\N! JQMGN! HOV! P\N! cKHOPMPY! FW! P\NGRCRRGNRNIOXIZEMN! UHMO! WEGKR! MR! FO!
QNVKGMO]! GERP$! 0\MIN! P\MR! MR! FON! FW! P\N! UHMO! VQMXNQR! FW! NWWMGMNOGY! MUJQFXI
HIRF!INHV! PFIcKHIMPY!R\HVMO]! LN\HXMFQ!LY!P\N! JQMXHPN! JHQPONQZ! QNRKIPMO]!MO! F[NQ!
MOXNRPUBRINN!3HQPZ! (\BMOWMIBRIR\OY!S"aa7 TT$! (NEROGR! MDN! cK HORHBWIHRIRW! LNMO]!
HIPNQNYQMXHPN! JHQPONQR! [MII'\HXN! HO! MOGNOPMXN! PF! NOJH]N! MO! UFOFJFIY! JQMGMO]!
INHVMO\RRNQ!JQMGNERMMNWEBRNOPMHIIY!N' GIKYRMNIGNQFKJIR!FW!GF BRIBNQRE!
HRIR\F[O!LY!.FJONPPM!HOV! 2FLEAFRINDN!MR!H!PNOVNOGY!MO!UM NV!IKLIMGIJQMXHPN!&41R!F
P\N!QHO]N!FW!HGPMXMPMNR!HR! [N NRIRGXSHNPIREQMPFRDRMIN! P\N! JFPNOPMHI!MOGQNHRNR! M
NWWMGMNBIGPMINRPMO]!' WFQ! P\N!JKLIMG!RNGPFQZ!NRINGMHIIY! MOURMPRERPFMN M]\P! LK V]
P\NIVMWWNQNOP REANIERIKHNP NI JHQPONQR!MO!UM NV!&41RIMOPFIHGGFKOPS$

!
' RIH!GFORNCKNQIGNAYN! QFIN!MO!FQVNQ! PF!RPNNQ! MOGNOPMXNR! MO ZUMMNNIRIKLIACE ! JQMXH
JKLIMG! JQMXHPN! HQQHOJNUNOPR! UFQN!INONQHIIYZ! MR FR\NTMNFE NP MO FADHQMRIGE FW!
,1%8! JKLIMGHPMFORZ! VMWWNQNOP! PYJNR! FW! JKLIMG! JQMXHPN! JHQPONQR\MJR! KRKHIIY
HIIFGHPMFO! RG\NUNNRE268! S#<<9$T \NO! GFORMVNQMO]! JFPNOPMHI! 444! HIH@HIDUNOPR!
WQFU!UHOH]NUNOP!GFOPQHGRR! BRNRMPN!PFIGFOGNRRMFO!GFOPQHGPRZ!MP!MR!GINHQ!P\F
P\NRGFJIRW!HGPMXMPMNR!HOVIQNRJIFORMLMIMPY 'WRRFENQBIRMIRTNVIPE FONGIGRNHRMO
PQHORWNQ! MO! QMRb$! %FOXNQRNIYZ!\F[NXNQZ! P\N! HIIFGHPMFO! FW! QMRb! HIRF! HWWNGP}
FLANGPMXN!IVMXNQ]NOGN!LNP[NNO!P\NIJKLIMG!HOVIP\NIJQMXHPNIJHQPONQ$

!
(MUMIHGEORMVNQHPMFOR! HQNDIQRINXRINGNWMG! GHRN! FW! ORINKH RIKILBAGR
MORPMPKPMFOHIMANV! RNQNIPWIAGNXHPN!JHQPONQ! UHY!OFP!FOIY!QNJQNRNOP!H!IR\HQN\FIV
&41!LKP!HIRFIHRRKUN! UHOH]NUNOP! PHRYR$GNIRENZDI Y HQN! LFP\ JHQPMNR! QNJQNRNOPNV!
P\N! LFHQV! FW! VMQN GRIRERX HKNIWMRMHQMGBARUNRIQN! JFRRBHMR! UHY! LN! JHQPMGKIHQIY!
QNINXHOP\FRN! GHRNR!\NQN!WKII! GFRP! QNGFXNQY! MRIOFR AR BHNHNRMQHLIN! MO!FQVNG
HIM]O!P\N!MOGNOPMXNRIFW!IJKLIMG!HOV!JQMXHPN!IJHQPONQRS



+F! GFOGIKVNZ! JFPNOPMHI! FLANGPMXN! G\I NN NFF HIDNNWQIKLIMG! JQMXHPN! &41R$! +\NQN! M
MOPMUHPN!QNIHPMFOR\MJ!LNP[NNO!P\N!N'PNOP!FW!QMRb!PQHORWNQQNV!PFIP\N!JQMXHPN!
INXNI'FW!FLANGPMXN!\NP NQHNRMOFH R K MPMRNIMQMREG\NU RN QNWERNOQNRNOPR!H!bNY!
MORPQKP!MO!HIMJOMO]'P\NIMOGNOPMXNR!FW!IJHQPMNR!MQ!UM 'NVIJKLIMGIJQMXHPN!&41R$

V>V OHTH12+ICHY%EAFE

% QJFQHPMAHRMIHQ! &MIR! FWPNO! GFORMVNQNV! HR! HI UNHO! PFI JQFWNRRMFOHIMANZ! RFUI
VNIFIMPMGMANZ! JKLIMG! RNQXMGN!JIQFXMRMFO$! >R M@} BN MO HA RBQMSFHIDINRRIAHWY
LFHQV! FW!I VMQNGPFQR! PF! UHOH]N! PAN! WMQUZ! MP! MR! KRKHITY! HRRKUNV! PA\HP! H! UFQN! N\
JOQFXMRMFO!UHY!LN!HG\MNXNV$!3F[NXNQZ!P\N![FGHI'|FXNQOUNOP!MPRNIW!ONNVR!PF!LKMIV
PFIUHOH]N!HOV!IUFOMPFQHPRONV!WMQURS!'R!IGIOHRRW LM G\HQV ! S#<<9TZ!P\AN!|GHIJHGMPY!FW\
IFGHI'ITFXNQOUNOP! PF!GFOPQFI!N'PNQOHI! LKRMONRR! KOMPR! GINHQIY! [HJRILN\MOV! PAN! [NOI
PQNOV$

''IRMUMIHQ!RMPKHPMFO!HJJIMNR!PFIMOPNQUKOMGMJHI!G FFINQHFAFEISH PN RN RR ORI (R
UHOH]NV! &41RZ! P\NY! HQN! FWPNOHRHKNPIFW! FXNQGFUM@NRRQMGPMFOR! WFQ! JHQPMGMJt
UKOMGMJIHIMPMNRS$!'JHQP! WQFU! P\N! PYJIMGHI! RGHIN! NWWNGP! HQJKUNCORZMWIRRRIDKOMG
N'MRPRP[NNO! QHP\NQ! RUBMGKIJHIMPUBHREAN QNWFIRE! INHV! PF!HO! MOGQNHRN! MO! UHOH] M
GHJHGMPY! LNGHKRN! P\N! GFULMONV! QNRFKQGNR! HQN! PYJIMGHIIY! UHHOHNNINDFH! JQFWNR
\MGUIMRN\MQNV!N'GIKRMXNIY 'MBRINXINGZIEHRGS! MW P\N!'VMQNG P! LKRMONRRFIBMIHPMFOIMRIC
PHRb! FW! P\N! IFGHI! JFXNQOUNOPZ! RbMIIR! MO! PNQUR! FW! UHOH]MO]! P\N! GFOPQHGPKHI
GFFQVMOHRMONN!HRRFGMHPMFO!HOV!MPRUBNQNIRIR BIOFE!!

' IRF![MP\IQN]HQV! PF! UM NV!JKLIMG! JQMXHPN! & AR P RNN FEHIH EXHRYGENOFOHIN! P\N!
QNIHPMFOR\MJ![MP\I P\N! JQMXHMYRHOBEDORHI! QFINS! 6MXNO! P\N!JQNXMFKRIY! UNOPMFONV!
\NPNQF]NONMPY!LNP[NNO!JKLIMG!HOV! JQMXHPN!JHQPONQRZ! GHJAHONA PN DRI PEMMIR]OZ! L
GFOPQHGPR!HQN!FWN\MNMUJFQPHOGNS$

!
)PPANRWFGNINHQR! P\HP! HVFIPMO]! HIPNQOHPMXN! PY IN RYRVE &1 RFRN QU PEN\HXN
P\N!GHJHGNIRWWNGRUHOHYN! P\INRKIPMO]!GFOPQHGPKHI! QN MIRIFORWEIRFOWMQUNVILY!H!
OKULNQ!FW!RPKVMNR!HOHIY~MO]!P\N!MORPMP KFEMRQBIUN DR NVPY! IKEHIGIRNQXMGNIIQF XM
*FEQ! MORPEGBIQNNARIVNOGN! P\HP! P\N! VYNGMRMFO! PF! RIMPG\! WQFU! H! VMQNGPIY! UHOH]!
HIPNQOHPMXNAWEQU UM PNQUKIBMEFFINQHPMFOT!RPQFO]IY!VNINOVR!FO!P\N!RFIMRPMGH
P\N!HIFGHI!FXNQORINOV! PAN!N' INQMNOGN!FW!P\N!UHY FQ!SRNN!OHQONQ!HOV!3NLVFO! S#<<"TT?
XNMOZ! OHQONQ! HOV! 3NWNPA! S#<<9RIRFH]\PINeNQHI! INHQOMO]! NWWNGPR! N'MRP! [\NO! C
MORPMPKPMFOHI! HQQHOJNUNOPR! LNBFBN! 3RBXQMEMIHIMPMNR! [MP\I UFQN!! JQFWNRRN

~
’



UHOHINQRHP! MR! PFERKOGMI! UHOH]NQR! MORPNHV! FW!NINGPNV! UHYFQRT!HVFJP! ON[! JFXNQ!
NHQIMINQ
!
'JHQP! WQFU! HWWNGPMO]! P\N! G\FMGN! FW! VMWWNQNOP! PYJNR! FW! &41RZ! P\N! GFOPQH
JFXNQOUNOPR!HIRF! HIJINHQR! PFI\HXN! H! RGO ARYNISGRKHNINGWFQUHOGN! FW! H! GFOPQHGP
G\FMGNSD! >(! GMPMNR! MP! HJIJNHQR! P\HP! JFXNQOUNOPR! RPQHPN]MGHIIY! MOXNRP! MOPF! G
GHJHGMPMNR! \NO! WHGNV! [MP\! MOPNQOHI! HOV! N'PNQOHI! P\QNHPR! PF! P\NSNRGYMGMNOGY
N HUJIE MWIRMGNR! HQN! G\HQHGPNQMANV! LY! \M)\! PQHORHGPMFO! GFRPRZ! UKOMGMJHIN
MOGQNHRNV! KRN! FW! WNHRMLMIMPY! RPKVMNR! HOV! NXHIKHPMFO! JQHGPMGNR! SRNN! .G
3F[NXNQZIMRXNRPUNOP!MO!GFOPQHGPMO]!GHIHGMPY!MR!OFP!P\NZ MRS RRRHFACN QOUN
[\Y! RFUN! PYJNR! FW! GFOPQHGPKHI! HQQHO]JNUNOPR! HOV! P\NQNWFQRE GHERFIGA LRRGGNRRW
OFPI!MO!FPINQRS$
!
'Rl MVNOPMWMNV! LY! .QF[O! HOV! 4FPFRbM! S#<<:TZ! UKOMGMJHIMPMNR! UHY! LKMIV! P\QNN!
GFOPQHGPMO]!GHIJHGMPRRYHOHSRIMMRMIQNOP!PYJINR! FVERYIRIPRIEREPOHGPMO] FKPf
x *NHRMLMIMPY!HRRNRRUNGRNEHHKHGEMEWIP\NQ!H!PY JN!FW!RNQXMGN!MR!GFUJHPMLIN![)
NOXMRHINV!JFXNQOH®GN!PYJN
X )UJINUNOPHPMFO! GHIRENMRYIBAFPMHPMFO! HOV! INJHI! GHIVISOPFMWPE HOV! G\FFRN!
N'PNQOHIIJHQPONQR!HR![NII!HRILKMIVIRYRPNUR!PFIUHOH]N!GFOPQHGPR
X 1XHIKHPMFO!GHSHBMIFYNGPMFO!HOV!HOHIYRMRIJQFGNVKQNRIPFIGFOVKGP!HKVMPR
!
+\MR!INHVR! PF! P\N! GFOGIKRMFO! P\HP! GHIHGMPY!\HR! H! P[FWFIV! QF IN! [MRNQNRINGBIPF! P\N!
JKLIMG!RNQXMGN! JQFXMRMADEDOZPYIMWWNQNOP! PYJINR! FW! &41R! HQN! G\FRNO! PFI FXNQGF!
GHIHGMRYVIPHPRIESRIR
x PNQQMPFQMHI! LFKOVHQMNRZ! RGHIM! RIGEGFMMNE! FW! LKV]NRR! AEGQNVHPMGHI!
MOXNRPUNOPMBRRSUKNIMEFFINQHPMFOT
x  VNJFIMPMGMAN!HOVIJQFWNRRMAONIFHNIRYGKMBGRIRV 1!GFORP ERIVRNPRI BIBADT
x HIHQJN!QHO]N!FW!IFPNOPMHI'WMOHOGMHI!QNRFKQGNR!HOVIUHOH]NUNOP!GHIHGMPY
&A1FST

,O!P\N!FP\NQ!\HOVZ!NO]H]MO]!MO! ARRRMNRIPY INR!FW!&41RIHOVINOPNQMO]!P\NIQNHIU!FW!GF
QNIHPMFOR\MJR! [MP\!N'PNQOHI! JHQPONQR! HIRF! RNPR! GHIHGMPY! QNcKMQNUNOPR! FW! MPF
UNHOR!P\HP!IFGHI!JFXNQOUNOPR!ONNV!PFILKMIV!GHIHGMPY!HOV!HGCKMQN!P\NVHLMIMPY! PF!
QNON]JFPMHPN!RKG\'HQQHOJNUNOPR$



X 456107 &12(2ER,M,1#*/I+C&E'%&!" (' @& *#*1&!) #7T#12++!

HANIIQNXMFKRIRNGPMFORNHXN!IMXNO!H!QHP\NQ!INONQHI'HGGFKOP!FW!P\NIMORPMPKPMFO}
MOWIKNOGMOQ]!&41!G\FMGN! $GVIRNRNERMEB O! [MI ' FOMARFNWVRQN!RINGMWMGHITY WFQ!NHG\! P
&41!'P\NIUHMO!PY INR! FAAMMNWRIERSFW!P\NIQMRbR!HOV!G\HIINO]NR!HWWNGP!HIIIPYJINR!FW!&41R
VN]JQNIR\NQN!HQN!RFUN!INONQHI!PNOVNOGMNR!P\HRIAVWNNQIRPE RIABBNR! FW! &4 1RIUFQN!FQ!I
RKRGNJINNEN\NRHUN!QMRb$!*FQ!MORPHOGNZ!HIP\FK{! KNfRRNGEERPRIAVRO PRI HWWNGP!HIITPY
FW!&41R!LNGHKRN!FW!P\ANIWMOHI'QNRJFORMLMIMPY!FW!P\N!FGHI!|FXNQOUNOP!PFIIJQFXMVN
P\ANQN!HQN!RPMIIIMORPMPKPMFOHI'VMWWNOQN OBAR]R\HRAUIRBIFONQNBENMO! P\MR!

QNRINBR!UHMO!QMRbR!HOVIMORPMPKPMFOHI!G\HIINOJNRIMVNOPMWMNV!MO!P\MR!QNJFQP!}

X Political capture and special interest:!3M]\NQ!VN]JQNNR!FW!MOPN]QHPMFQNRIERINHRN!P\N!
JFIMPMGMHKRN ! PA\NMQ!MGM/BEMOVN G MMHX MFQER!GHO!HWWNGP!XHQMFKR!IVMWWNQN
HQNHR!QHOIMO]'WQFU!IJQMGNR!WFQKHIMM GNP XARERRRAUJIFYUNOP!SRNN!AINMWNQ!H
BMR\OY!"aaET$!2NIHPNV!REPRNREHR'WFQ!JFQb!LHQQNIUFQNMERIMRPNVIMWI&41R!
HQKDVNQ!VMQNGPIGHUPRIEH O WRIDH ORBMEH# MR!OFP!GINHQIYIRNJHQHPNV!IWQFU!P\N!
INONQHI'LKVIRRIDNVMGPNVILY!3FQO!S"aa=TIJFIMPMGMHOR!UHY!RMUJIY!KRN!JKLIMG!WI
QN[HQV!P\NMQ!RKJIFQPNQR$

X Soft budget constraint: 1WWMGMNOG Y@MIRGFERENIGNQOR!HQN!PY IMGHRKIERRIIQFO
MO!UFQN!VMQNGPIY!UHOH]NV! &41R! LNGHKRN! P\NQN! HQN! WN[! MOBNORKMNRIR! PF! QNV
QNJMUNRIHIF['MPZ! JKLIMGIY!F[ONVIWMQUR!MO!INONQHI[MII'OFP'HVANQN!PFILKVINP! Q
.NQPNQF!HOV!2FOVM! S#<MbDNEH | RIMIRIHQPONQR!MO! JKLIMG!JIQMXHPN!UM NV!FQ!JFPNC
HIRFIMOIJKLIMG!IIKLIMG!IJHQPONQR\WMJR![MII'PQY!PFINOWFQGN'WMRGHI'VMRGMJIMONI!N

X Accountability:!+\N!JFXNQOUNOPWRINGPNV!QNJQNRNOPHPMAMBRPNGMRFRNBR! UFQN!
FQ!INRRIMOWHOMYGROHQFEA1\GIMRMFO! UNNJISDVNED! P\N! G\FRNO!|FXNQOHOGN!
PYJINGUNNHP!MOXNQRNIY!PF!P\N! JFIMPMGHI! GHIPKQN!HOV!RINGMHI!MOPNQNRP! JQF
VMQNGPIY!UHOHINWENIRER{HOVIVMWWNQNOP!HGGFKOPHLMINNRRIQEBINIIRIFIPWIRN!W
PYINRV!&41R$!

o Intermunicipal cooperation:! +\N! RMO]JIN! UKOMGMJHIMPY! GHO! OF! IFOIJNQ! VNG
MOVNJNOVNOPIY! HLFKP! XHQMFKR! WNHPKQNR! FW! JKLIMG! RNQXMGN! JQF
JONWNQNOGNR!LNP[NNO!WKOVMGNOBRFPNHRMIY!LN!GFORMVNQNV!LNGHKRN!P\N
JFIMGYMII! QNWINGP! PAN! HXNQHIN! JQNWNQNOGN! FW! P\AN! JHQPMGRUHPMO]! UKC
VNINOVMO]!'FO!P\NIXFPM@PIR[NKROMGMJIHIMPY!'RINGMWMG ! JQNPRIDKWOGNR!IUHY
QNWINGPNV$

o Corporatized LPEs: )P! MR! KOGINHQ! \F[! P\N! FLANGPMXNR! FW! H! JQFWNRRMF
UHOH]NUNGHON! HIM]JONV! [MP\! JKLIMG! BNDIWQ RSN OVMGHPMFOR! FW! 6QFRRM!



2NMG\HQV! S#<<9T!P\NIHVVMPMFOHI! UHOHINQMHI! MOVNJINOVNOGNYMO! GFQJFQ
GQNHPN!JIQFLINUR!MO!P\HP! GMPM~NO!MOPNQNRPR!HQN!INRR!MUJFQPHOP! WF
JFXNQOHOGN! RPQHGRKQRRHIIY! P\NQN! MR! P\N! RINHRAOPWRH RW! JFIMPMGHI!
QNRIJFORMLMIMPY!LNGHKRN!WMQU! UHOH]NUNORM/M ONPPFNRUIN GMP NHBIGIR Z!
WFQ!N'HUBPNQFK]WINGPMFOR$

o Mixed public private LPEs:!I+\N!HGGFKOPHLMIMPY!QMRbR!WFQ!P\MRURHBPIRRIFW!&4 11 HQI
P\FRN!FW!GFQJFQHPMPR\R\MNRHRTHP! GMPMANO!MOPNQNRP!UHY!LN!INRR!MUJFC
)O! HYWMPMFOZ! \F[INXNQZ! P\AN! QMRORCNOQBQNRNKCOGNV! LNGHR RN
MOGNOPMXNR! FsPANOMNMOQWI GFROWP\N! FLANGPMXNR!FW!P\AN!JQMXHPN! JHQPONQ:
\ FIVNQ! FW!' JQFINQPY! QM\PRZ! UHY! VMXNQIN! WQF RRRED|SVOFPSQRRFRH
JOFWMPR! HOV! RMUMIHQ! WMOHOGMHI! FLANGPMXNR! GHO! GQNHPN! GFC
environmental and other “soft” public service goals.!

X Fiscal integrity: 'RIVMRGKRRNV!MO!RMGRIGEFOMNMSRY INR! ARNME PN HIRNIJHQHPN!
INJHITY!NORPMPWIKOVNQ!JQMXIEHOIHN! KRNV!PFIRIMWP!VNLP!HOV!HREKRFYRIGN! FW! FW
WMOHOGNZN HUIN KRMO]'GFOPMO]JNOP!IMHLMIMPMNR! MORMPNQWMRNR WEFRMNRGIPH!
MOPN]QMPY!FQANOMA@GQNHRN! \NO! ]JFXNQOUNOP! GFOPQFI! HOV! PQHORJHQNOGY! F\
QNIHPMFOR![MP\!&41RIHQN!VMUMOMR\NV$

X Risk of coordination costs and objective heterogeneity: )W!F[ONQR\MJ!'MO!HO!&41!MRIR\HQNVZ!H
JHQP! FW!' HO! MOPBRIQUBIEMNISQHAQF M P\! JQMXHPN!IQREIRODNNV! WFQ! GFFQVMOHPMFO!
MOGQN$RORRKG\! URIMNOP! NOXMQFOUNOPR! \NQN! GFIINGPMXN! VNGMRMFO! UHbMO]
QNINXHOPZ!RPQHPN]MG! IRWAQMFQIHIRAY MQ]GFUUFO!JIFFIIJQFLINUR!UH¥THQMRN

+HLIN!'BLNIF[RKUUHQMP\RNVMWWNQNOPEMRIRNFWQVMO]! P\N! QMRbR! HOV! G\HIINOJNR! PF! M
GFULMONGGFKBR!PWIFRP!JQNXHINOB!QMRbR

D*0/$&8ER.G:;&-=)$,&*+%&-4$'@&2",B,

Main risks
8MQNGPIY!UHC AFIMPMGHI!GHIJPKQN!HOV!RINGMHI'MOPNQ qq
&41 (FWPILKVINP!GFORPQHMOP! qq!
' GGFKOPHLMIMPY!JQFLINUR! ol
N (FWPILKVINP!GFORPQHMOP! ol
PFQIFQHPM"N AFIMPMGHI!GHIJPKQN!HOV!'RINGMHI'MOPNQ ol
2MRb'WFQ!'WMRGHI'MOPN]QMPY! qg!
2MRb!IFW!IGFFQVMOHPMFO!GFRPR!HOVIFLANGPMXN ol
JOPMIIKOMGM| (FWPILKVINP!GFORPQHMOP! ol
GFFINQHPMEF 'GGFKOPHLMIMPY!JOFLINUR! ol
2MRb'WFQ!'WMRGHI'MOPN]QMPY! qg!
'GGFKOPHLMIMPY!JOFLINUR! qq!
:M'NV!&41 2MRb!IFW!IGFFQVMOHPMFO!GFRPR!HOVIFLANGPMXN qq!
2MRb'WFQ'WMRGHI'MOPN]QMPY! qq




&

O\NO!FFbMO]!RMN! PYJINR! FW IIRAFGEV IHARPAN VMWWNQNOP!PYINR! FW! &N FRIMONMRPNRRM
P\NRN!QMREBNGFIPAN!PH FOFUYFW!&41R!WQFU!RNGEBMHRRNWVIGHPMFO!G\HQHGPNQMRPMG
PFIVMRPMO]KMR\! PY INRFPRVHREFGHPMFO! FW! VNGMRMFO! QM\PRZ! WQH]JUNOPHPMFO! FW! GFC
JOMXHPN! RNGPFQ! JHQMHQEVPRENA®UIFQPHO®N JIHNT\Y! GNQPHMO! QMRbR! HQN! UFQN!
JONXHINOP!MO!RFUNBPENIRP QKGPKQNR!P\HO!MO!FP\NQRf

X Allocation of decision rights!
JWIP\N!ITFXNQOUNOPNHR!IVNGMRMFO!QM\PR!FXNQ!P\N!&41Z!RKG\!HRIMOHSMQNGPIY!IUHC
of political capture and special interest politics! MR! H[JQHXHPNV!LNGHKRN!JFIMPMGHI'HGPFQR!
VMQNGP!IFIMGY!VMRGQNPMFO!FXNQ!MUJFQPHOP!VMUNORMFOR!FW!JRINVIG!RNQXMC
risk of a soft budget constraint! MR! JQNXHNN@H\N! &41! MR! JHQP! FW! P\N! RFREHHRHINRDOM
LNGHKRN! P\ANQN! HQN! \HQVIY! HOY! MOGNOPMXNR! WIFR)! UKbNAER PHRHIMORR $!
%FOXNQRNIYZ!IKLIMG! LKQNHKGQHPR!\F!PQY! PFIHG\MNXN! H' I[HQINQ! LKVINP! [MIII\HXN
RINOVMO]JQFINOQRMPYSN! P\N!UKOMGMJIHIMPY!QNUHMOR! FIONGMIRAFF POPDRRRNTR !
P\N! UHOH]NUNOP! FW!' H! GFQJFQHPMANV! WMQUZ! P\N! NWWMGMNOGY! UHY!I MOGQNHR
SH<"TTS
!

,P\NQ! PYINR! FW! QMRDBZ!'\F[NXNQZ! HQN! VMUMOMR\NV! MW! P\N! [FXNQOUNOP!'\HR! VNG
MORPHEziE)s for accountability! HON!F[NQ! GFUIHRIR\FP\NQ!PYJINR!FW!&41R!ILNGHKRN!P\N!
IFGHI'IFXNQOUNOPNHR!PFILNININGPNVILY!MPR!IGMPMANORZ!\MG\!R\FKIV!HIM]O!JKLIMGII
[MP\! P\N! JQNWNQNOGNR! FW! MPR! tBFOHPMPRNOGYS VNGMRMFO! QM]\PR! [MP\! P\N!
JFXNQOUNOP!HIRF!QNcKMQN! ENWWEMT ! MOPN]QHPNK&k$hdH financial integrity! HQN!
QNVKGNV$! +\N! N INOVMPK QRN NWIMGIRRA1R! HQN! UFQN! GINHQIY!HPPQMLKPHLIN
UKOMGMIANMBYMR!KIPMUHPNIY!QNRJFORMLIN!WEFQ!&41IMHLMIMPMNR$

!

X Fragmentation of control
(MUMIHOPINE cKNRPMFO! FW! VNGMRIMPDAQNMARHE FXN! MRRKN! FW!' WQH]JUNOPMO]! GFOPQ
FXNQ! HO! SMIRFONJQNRNOPR! HEROHYMP\! QNRINGRVRNQMBBHXMO]! UKIPMJIN!
JOMOGMJIHIR! GHO! QN¥siG if Riblitical capture and special interest LNGHKRN!!P\N
JOQMOGMJIHIR!IONNV!IPFIWFQUKIHPN!H!GFUUFO!JFIMGY!JFRMPMFO!HOVI\NPNQF]NONFKF
P\NQNWFQN! GIRQFPNUEH ! GERIFQDIR XN BRIOGéoftibudget constraint![FKIVIHWWNGP!HII!
JOQMOGMJIHIR!MO! MO G @NHIRFQRBIPRAFOHI! UNSHDDIMRIKIBDIHGN! PFIQNVKGN! RKG\!
QIRbR$!+\N!QNINXHOGN!FW!H!RFWP!LKV]NP!GFORPQHMOP!KOVNQ!WQH]JUNOPNV!F[ONQ

“2I(NNI(FQNORNO!S#<<7TIWFQ!HIVMRGKRRMFO!FWIP\N!HQ]KUNOP$
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GNQPHMOIY! VNJNOV! RPQFO]IY! FO! \FDREZYNHTHNUNOP! MR! HOV! NIRRINOFP!
JQMOGMJIHI!IMOPNQNRPR!HQNXNWEYNPIMOQRBERRIN]QNN!FWIGFRPIQNGFXNQY$

!

%FOXNQRWNRHAJUNOPNV!GEGPIQR!P\N! JFPNOPMHI! WF Qidi OfcdQétdinatidn costs

and objective heterogeneity$IJHQP!WQFU!VNG Qidtdiantability! MW!JIQMOGMJIHI!FLANGPMXNR!HC
XNQYN\NPNQFIJNONFKRZ!P\MR! GHO MNPIYHFRNIBR MNGE MEWHOMO]! GFRRREVNOGN!
P\HP!P\ANRN!GFRPR!UHY!NXNOPKHIIYIFKP[NM\!'P\N!LNONWMPR!WQFU!dFMOP!JQFVKGPM
FW!IRGHIN!HQN!JQNRNOPNV!ILY!(FQNORNO!S#<<7T!WFQ!P\N!-FQ[NDMNRMDINWHKERRGFIINC
HI'RFIKPMFOR!UHY@NRAPF!PAN!MOVMXMVKHINFGHI!G\HIINOJNR!FW!JKLIMG!RNQXMGN!
%FUJINUNOPHQMPMNR!HOVIRIMIIFXNQ! NWWNGPR! UHY!LN! PHGbINV! P\AK]\! R\AHQNV'! F
OFP!IKHQHOPNN!HVXHOPH]NFKR!FKPGFUNR!WFQ! P\N! {FHIMOXRI I NMEABAN BT
NOXMQRNOPR! \NQN! GFIINGPMXN! VNGMRMFO! UHbMO]! LNGFUNR! QNINXHOPZ! RPQHPN]
R\MQbMO]Z@yM¥WAO]! FQ! GFUUFO! JFFI! JQFLINURTUMMOBQMRRMO]! GFFQVMOHPMFO! GFF
HVVMPMFOHIIY$

!

X Ownership and property rights
+\NIcKNRPMFO!FW!JQMXHPN!RNG RFGHA}RBREM BN VNQNVIHR!'WKQP\NQ!'VNNJINOM(
P\N!N"MRPMO]! QMBEWVROENMANNO!MOPN]QHPNV!PYJINR!FW!&41R!XR!IINRRIMOPN]QHPNV!I
PFIP\MRINWWNGP!MR!P\N!IJQFWMP!FQMNO P HPMFVRAIFVIRNUXPIPM BQPRONEQ | QHXHPN
risks for accountability! HR! [NIlI! HR! P\Mdk of coordination costs and objective
heterogeneity. 6MXNO! P\N! MOXFIXNUNOP! FW!HO! N'PNQOHI! JHQPONQ! WEHN! P\N! JQMXH
QMRbRikdnrkial integrity! HQNINXHPNV!LNGHKRN!VNLP!R\MW P MCHWAMIGIPIRX FAQFK]\!
RKGEWBKVINP!RPQKGPKQNRI!SRNN!P\N!GHRN!FW!>@4*)RIMO!IRNGPMFO!=$#T$
!

)O! GFOP@ARPIQFWMP! FQMNOPHPMFO! VisIGeI NiHiaft iudgét constraint! LNGHKRN!
MOGNOPMXNR! WFQ! JQMXHPN! JQMOGMJHIR! MOGQNHRN! PAN! WFGKR! FO! INQWFQUH
(MUMIMgplitical captureZ! KOINRR!LFK]\P! P\QFK\! GFQQKJIP!JQHGPMGNR!\MG\!UHY!HWWNC
PYJINR!FW!&41RZ!MR!INRR!IMbNIY!LNGHKRN!KRMO]! &41R!'WFQ!JFIMPMGHI!|FHIR!MR!KRK
JNQWFQUHOGN!HOV!PANQNWFQN!OFP!MO!P\AN!MOPNQNRP!HIJQMXHPN!JHQPONQ$

'IP\FK]\'P\ NIVMWWNQNOP!&41RNHXN!LNNO!JQNREDAMNY NFRNNROHWINWNQNOP!PYJINR!FW!QMR
MR!OFP! PFIRHY!P\HP! P\N! QMRb! VNJNOVR! FOIY! FO! BN IR NMBINIGTY M 1GNDRBRLIN! ?
JFPNOPMHIIY!HWWNGP! JKLIMG! RNQXMGN! JQFXRARNIFODR\GEXJ GEHHIRY! FO! P\AN! MORPMPKPMF(
GHIJHGMPMNR! FW! P\N! IFGHI! [FXNRYBOWNQRIRD! JFPNOPMHI! MR! OFP! N'FINOFKRIY! ]MXNO! LKP
HGGFQVMOQ]! PF! P\N! QMRb! UHOH]NUNOP! GHIHGMPMNR! FW! P\N! BINRVIR&R VXKINR{ GMGMJIH
GHIJHGMRKGE®RR! G\NGbR! HONOGNKIP! HIRF! UFQN! INONQHI! UHOH]NUNOP GHOIINEWPHMNR!

! ?"



QNVKGN! HOV! NXNO! ONKPQHIMAN! PAN! \HQRKGD NRARSLARD GWIP\HP! P\NEHGHIHOGN!

GHIHG RGN G MRMFOBMEBIRIONNO! JKP'WFQ[HQV! MERRBNEMF GFOPQHGRIRD]! R

HOVIN' INQMNOGN! GHO!RM]JOMWMGHOP | YREMPARNGER? RANG N KIRRMGEHR ! \HR! HO! MOWIKNOGN! FO
QMRbR!IHRRFGMHPNV![MP\IVMWWNQ@NOP!PYJINRIFW!&41R$!

+\NIQNXMN[!'FW!.QF[O!HOV!4FPFRbM!S#<<:TIWKQP\NQ!R\F[R!P\HPIMOGQNHRNRIMOYFXNQOHOG
UHOH]NUNOP!GHIHGMPY!FW! IFGHI! [FXNQOUNOPR! JQNRNOPR!H! GQMPMGHI! VNPNQUMOHOP
HQQHOINUNOPRS$!>(IUKOMGMJIHIMPMNR!HJINHQ!PFIMOXNRP!RPQHPN]MGHIIY!MOPF!IFXNQOH
FWIP\QNHPR!PFIGFOPQHGPIINQWFQUHOGN$

'‘RI'H! GFORNcKNOGNZINMUHMOVNQ! FW! P\MR! RNGPMFO! WFGKRNR! FO! RINDHHDAHEKR! IHYNQFR
GHIJHGMPMNR!HOV!RK]INRPR!H!JFPNOPMPMNWXH KN FRBRINOGRAGCMIHI|FXNQEHIDIEVPY $!
(MUMIHQ!PFIWMOVMO]R!WFRKEHRWIIZNRRUNOPZ!H! JQHGPMGH NN RRINRIRWNYPHRWVUFFG HI!
JFXNQOUNOPR! PF! UHOH]N! JKLIMG! RNQXMGNR! P\QFK\' VMWWNQNOP! PYJINR! FW! &41R! QNcK
MOWFQUHPMFO$! +\ KR! MORPNHV! FW! PQYMO]! PF! MVNOPMWY ! HMD&HUNGMRYZNMLINDYMGF
SLNIF[TZ! \MGKMRANHXMIY! FO! P\AN HRRRRRENNON! JQFJFRNV! MO! , 12 @K R! PF! ]MXN! H!
QHP\NQ!LQFHV!HGGFKOP!FW!I[FXNQOHOGN!GHIJHGMPY!HRIJQNRNOP!MO!FGHIIFXNQOUNOPR{

D*0/$8IRX)* "'-=&+&-4$&7 (3$2+*+'$& (ARG,
10* $%&(+&a;XH&ICIBCLL

Capacity Question for self-evaluation

+F! NOJHIN! MO! RPQ| x 8F! UNG\HOMRUR! N'MRP! PF! NORKQDH PMHD HRK

JIHOOMO]' WFQ! QI RPQHPN]Y!GFQQNRJFOVR!IPFIQN]MFOHI!EQ!OHP

VNXNIFJUNOP X )RIP\ANQN!H!GINHQ!RPQHPN]Y! QN]REQMIATEN DR
P\QFK\'&41R!PW!OHPMFOHIUINXNIO

+FI  GFFQVMOHPN! X )R! HPPNORMFQIUXNO! PF! JFPNOPMHI! GFUJINU

RNGPEQR! HOVIGFOWIMGPR!HUFO]!&41!G\FMG RIS RADI

X 8F! WEQUHI! FQ! MOWFQUHI! UNG\HOMRUR! N'MF
&41RNFQMAFOPHIIY!HGQFRR!IRNGPFQR!HP!PAN!U
+F! GFFQVMOHPN! [W& x 3HXN! GQERRMRVMGPMFOHI! JHQPONQR\MJR
dKQMRVMGPMFOR! P GFFQVMOHPMKMFKRINO!MUJINUNOPNVO
NGFOFUMNR! FW! RGH x 8FNR!H!\M]\NQ! INXNI! FW! JFXNQOUNOP! QNcKM(
JQFUFPN! JQFXMVNIMOGNOPMXEROMRYBGPRIROHIIGFFQ
GFUJINUNOPHQMPMNR
+FIMOXFIXN! RPHbN\FI\  x 8F!UNG\HOMRUR!N'MRP!PFIMVNOPMWY!HOV!M(
JIHOOMO]! PF! NO\HOG MO! P\N! JQFGNRR! FW!M&N! Gi®V! FINQHPMFO
cKHIMPY!HOV!RKJJFQP GHPN]JFQMNR!FW!RPHbN\FIVNQR!HQN!UFRP5INH
G\FMGNRMIN!JQNXNOF  x 'QN! RPHbN\FIVNQR! QN]KIHQIY! GFORKIPNV! PF! |
QMRbR!FW!GHJIPKQN!L RHPMRWMNV![MP\IP\N!JKLIMG!RNQXMGNRIJQFX
MOPNQNRPR X 8F! GMPM~NOR! \HXN! HGGNRR! PF! MOWFQUHP
FINQHPMFORO
x )R! RBN\FIVNQ! WNNVLHGb! MOGFQJFQHPNV!
UHbMO]o!3Fo
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+F! GFOVKGP! QMJFQE
HOPN! HJJQHMRHI!
HVFJPMO]! FQ! G\HO]JM(
PYJNR

'QN!&41!G\FMGNR!RKLAIEBFRFHRRNRRUNOPO!0\
FWIGQMPNQMHo

)RIP\NHFGHIIJFXNQOUNOP!HLIN!PFIPHJI!HI PRI
NMP\N@MK@N! FQ! NIRN[\NQNZ! PF! NORKQN! JQFJ
FWIP\N!'VMWWNQNOP!JFPNOPMHIIPYJINRIFW!&41

+F! IMOb! RPQHPN]MG!
UKIFRBAOOKHI!ILKVINPR

'QN! &41! LKV]NPRZ! NXNO! MW! N'"PNQOHIMANV
UKOMGMJHIILKVINP!JIHOOMO]o

'QN! P\N! GFRPR! FWHAMRQ! HOV! UHOH]NUN
GFOPQHGPKHI!'QNIHPMFOR\MJR!HRENRRN\HIRD!
)R PANQN! H! UNNQU! JIHOOMO]! HOV! LK
WQHUN[FQbo

+FIPHJ'PQHVMPMFOHI!
LKP!'  HIRF!  MOOF)
WMOHOGMOJ'UNG\HOM

O\HP! MR! P\N! WMRGHI! RMPKHPMFO! FWPIRGIIO\HR
HQN!P\N!UHMO!WMRGHI!G\HIINO]JNRo
3F['MR!&41IFINQHPMFO!'WMOHOGNVo
8F! IFGHI! ]JFXNQOUNOPR! \HXN! HGGNRR! PF!
GFOGNQOMO]!SRKIJQHT!OHPMFOHI'WKOVRIWFQ

+FIUFLMIMIRMXHPN! RI
WMOHQOGMO]

)RIIQMXHPN!RNGPFQ!IJHQPMGMJHRMAFK BFEIRM
VNIMXNQY! HR! HRBMHMIGCKMBIRONRR! PF! N'F
WMOHOGMO]o!
3HR!P\N!IFGHIIJFXNQOUNOP!HIQNHVY!KRNVIIQM
HOI!N'PNQOHI!RFKQGN!FW!WMOHOGNZ!LFP\IP\QI
JQMXHPN!&41!IFQIUFQNIVMQNGPKPEOPQHGPMO]
8FNR! H! VNVANSH444! KOMP! N'MRP! P\HP! GH@!
OHPMFOHI!JFXNQOUNOPRo

+FIJFRRNRR!HYNIRM]O|
MOVMGHPFQ! RYRPN
QNHIMRPMGZ!  JNQ
JQFUFPMO]!PHQINPRM

JRIPANQN! HWEWMONV! RYRPNU! FW! INQWFQUH
WFQ!&41Ro!)R!IP\MR!RRENNGRMG 0
8FNR!P\NIUFOMPFQMO]'RYRPNU!WHGMIMPHPN!
QNJFQPRIFW!&41IWMRGHIILHIHOGNR!HOV!IINQW
8FNR! P\N!' MOVMGHPFQ! RYRPNU! MOGFQJFQ
FKPGFUN!ISQNRKIPRTIMOVMGHPFQRO

O\HP! INQGNOIRFW! MOVMGHPFQR! HQN! HRRF G
VNWMONV!PHQINPRo

+FIGFOVKGPIHOV!KRN!
N'OFRP!NXHIKHPMFO

)RINJFRP!NXHIKHPMFO! FW! &41! FINQHPMFOR! H
QNCKMQNVo
O\HP!R\HQN!FW!&41R!HOVIMO!\HP!RNGPFQR!HQ
JFRPINXHIKHPMFOo

8F! GINHQ! [KMVHOGN! VFGKUNOPR! N'MRPOPRH
NXHIKHPMFO/ROMR0

+F! KRN! UFOMPFQMC(C
NXHIKHPMFO! MOWFQL
NO\HOGN!VNGMRMFD!

)R! P\NQN! HIMJOUNOP! FW! PMUMO]! FW! LKV]NP!
P\N!HXHMIHLMIMPY!FW!UFOMPFQMO]!HOV!NXHIK
8F! JFIMGYUHbNQR! MOGFQJFQHPN! JNQWFQUH
WQFU! JQNXMFKREIRIQMOPF! GKQQNOP! VNG
QNJHQVMO]!&41!LKVINPRIHOVIMOXNRPUNOPO
'QN! HGPFQR! RHOGPMFONV! FQ! QN[HQVNV!
HG\MNXNUNOP!FW!PHQ]NPRo

To engage in “better
regulation” at sub@HPMF(
INXNIRZ! [MP\I GF\N(Q
HGQFRR! INXNIR!
JFXNQOUNOP

8FNR! P\N! RRIHPMFOHI! JFXNQOUNOP! \HXN! HGG
JHQPMGMJHPN! MO! UNG\HOMRUR! WFQ! GFFQV
OHPMFOHI'RPQHPN]MNR!MO!IJKLIMG!RNQXMGNY{
)JRIQN]KIHPFQY!MUJHGP!HOHIYRMR!KRNVO

'‘QN! JKLIMG! GFORKIPHPMFOR! MO! GFOONG
JONJHQHPMFO! FW! ON[! QRIKAWPRKWWMGMNO




HGGNRRMONHJJQFJQMHPNIY!PHQ]NPNVo
X )R! P\NQN! GFORMRPNOP! GFORMVNQHPMFO!
QN]KIHPMFOo
X 3HXN!P\NQN!LNNO!NWWFQPR!PFIQNVKGN!P\N!R
FQ! RMUJIMWY! HYUMOMRPQHPMXN! JQFGNVK(
YNHQRo
+FI \DRKQN!P\N! cKHIMR  x  O\HP!INQGNH{IRFW!NUJIFYNNR![FQbR!FO!UHOH]N
HXHMIHLMIMPY!FW!PN( JKLIMG!RNQXMGNR!HOV!&41Ro0
UHOH]NQMHI! N'JN x )R! P\NQN! RINGMHIMANV! RP IVAYURIPNVKGHPI
ONGNRRHQY!WFQ!JIH( PQHMOMO]!MO!JKLIMG!UHOH]NUNOPOo
N'NGKPMO]!' JKLIMG! | x )R! N'PNQOHI! PNG\OMGHI! HRRMRPHOGN! SN$]$
JOFXMRMFO!P\QFK]\'&4 JFXNQOHOGN!PYJNR!HOV!INJHIIJQFGNVKQNRT!Q
X 3HRIN'PNQOHI!HRRMRPHOGN!LNNO!KRNV!MO!P\

Y )*19%0,2% |

&FGHIIJKLIMG!NOPNQUOMRNRISBNOP!HIIFIKIHQ!UFVN!FWIIKLIMG!IRNQXMGN!VNIMXNQY!MO!,1
JO!I1IKQFINZ!I\NQN!P\N!KRN!FW!&41RIMRIJHQPMGKIHQIY!JQFOFKOGNVZ!IFGHI'IFXNQOUNOPR!}
NOPNQJQMRNR! MOPN]QHPNV! MOPF! P\N! HYUMOMRPQHPMFO! LKP! HIRR] MMM PN HORAVIOVN
\MG\IP\NY!F[O!HP!INHRP!JH®m$/Billes $ise to definition problems$!)O!HVVMPMFOZ![N!R\F[!MO!P\MR!
QNJIFQP! P\HP! P\N! KRN! FW! &4TRIBXPIPMNIR[NNO! GFKOPQMNR! HOV! MR! IHQ]NIY! VNPNQUMON
HIIFGHPMFO! FW!JKLIMG!RNQXMGNNMARINHNOIA!NBV! JQMXHPNIRNGPFQ!HR![NII'HR!P\N!WKOG
VNGNOPQHIM"HPMFO! MO! WNVNQHI! RWRENVREDEAN <KHE1R! HON! HGPMXN! MO! JKLIMG! RNQX
VNIMXNQY!\NQNHRI!FOIY!:<<I&41R!N'MRP!MO!(FKP\|@FQNH$

|
Typical areas of operation for LPEs are classic public services! IMbN! [HPNQ! HOV! RN[H]NZ! [HRPN!
GFIINGPMFOZ!NINGPQMGMRXRHFRFCHQKFEMEABI OOMO]'HOV!VNHRNAFRDIINGHQN!RM]JOMWMNV!
NRINGMHYWYIM\! PQHORHGPMFO! GFRPRZ! OHP KApHOMY FOBNRININBHQDNP! VHidiWViKEINR $!

despite this general tendency, there are large differences between countries.!*FQ! N "HUJINE/IN!
[HPNQ!IQFXMRMFO!MR!HQINIYIIKLIMGIMO!UHOY!GFKOPQMNRZ!IJQMXHPN!GFUJHOMNR!GHOILI
*QHOGN!UKOMGMJIHIMPMNR! FWPNO! GFOPQHGP! FR\NRNDXIRXHRNRIQMIMAGE! ! JQFXMVNQR! H
QN]KIHPNVILY!H!GNOPQHI'HKP\FQMPY$

|
'IP\FK\!' GFKORRWGMWMG! VMWWNQNOGNR! MO! P\N! HGPKHI! VNRM]O! FW! &41R! N"MRP! HO\
VMWWN&éiR@Erehensive taxonomy of LPEs can be developed$! ON! JQFJFRNV! MO! P\MRHDNJFQP

PH FOFUWFIIFIMBIQNSQMPNQMHS$!*MQRPZ!IVMQNGPIY!UHOHINV!&41RIHQN!G\HQHGPNQM"NV!L
JFXNQOUNOP! QNPHMOR! VNGMRMFO! QM\PR$!'l[PNQOHPMXN!TFXNQOHOGN! PYJNR! QNcKMQN!
RNJHQHPN! FQIHOMMHPMFOZ! NNQN! P\N! JFXNGRRQRARPNNR! PNGMRMFO! QM]\PR! HP! INHRP! JH(
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%FORNCKNOPIYZ!GFQJFQHPMANV!&41RIQNJQNRNOP!P\N!'RNGFOV!IPYIN!FW!&41Z! \MG\MR!F[ON
IFGHIIFXNQOUNOP!LKP!VNGMRMFO!QM]\PREIMNGOMPILENTRB)DUP\N!JFXNQOUNOPIWKQP\NQ!MX
KJ'N GIRRXN! GFOPQFI! HOV! FIONQR\MJZ! JHQPONQR\MJR! [MP\! JKLIMG! FQ! JQMXHPN! JHQPONQF
+HNIP\MQV!HOVIWFKQP\IPYINR!MW!&41R!HQN!PANQNWFQN!MOPNQUKOMGMJHI!GFFINQHPMFOF
JHQPONQR\MJIRZ!\NQN!P\N!IHPNQ!MOXFIXNR!HIJQMXHIN!R\HQN!MO!F[ONQR\

)JO'HVVMPMFO!FW!LNMO]!GFUJINewiraV/eMib@hbthcterize the use of different kinds of LPEs$!
JOVNNMVZ!'MINIRNHQG\!WFQ!NWWMGMNOGY!H! OKULNQ! FW!'[FXNQOHOGN!HIPNQOHPMXNR! PF!
\HXN!LNGFUN!JFJIKIHQ![MP\!IFGHI!TFXNQOUNORR EDDMRRNH/ X HRIARPRVOM GMIHIMPMNR\HXN!
RNJHQHPNV!INOPNQJQMRN!FINQHPMFOR!WQFU! P\N'HVUMOMRPQHPMXN!LFVYZ!NMP\NQ! QNL
NOPNQJQMRN!FQ!LQMO]MO]! MO!H! JHQPONQP)DFPNIRVAFGRHINF QHRMZHPMFOZ! JFXNQOUNOPF
RMUJIYINRO! FWW! PHRbR! FQ! [\FIN! VNJHQPUNOPR! MOPF! H! JKLIMGIY! F[ONV! GFUJHOY$! +\
HINOPMWMGHPMFO!MR!JFRRMLIY!P\N!RMO]IN!UFRP!MUJRQRHOWRGRA V! YWV Q R RYHON1%8!
GFKOPQMNRS$! *FQ! P\MR! JKQJFRN! H! OKUL NQYHWNGHRUIFROXMHIENH O V! HJIHOHAXN!

HVHIPNV! R\@N]HI! WQHUN[FQDb! PFIHIIF[! WFQ! GFQJFQHRALODNVVARIHNRENO! P\N! MOGQNHRNV!
MOPNQNRP! MO! JQMXHPN! RNGPFQ! JHQRRIGWHF NG SN\RMEPIKIRPMFOR! QN]JHQVMO]! UM NV!
FIONQR\MJ! \HXN! LNNO! RKLANG P N$FERHRKQIQMRMO]IYZ! JKLIMG! JQMXHPN! JHQPONQR\MJF
MORPMPKPMFOHIMANV!WFQU\HXN!GFORNCcKNOPIY!LNNO!HOBP\NOQFIRIRKNR MIFOEID MU XN!
RFUNIGFKOPQMNR!HIQNHVYNHXN!FO]'N'INQMNOGN![MP\IRKG\'HQQHOJNUNOPRZ!QNGNOP!PQI
P\N!'HVFIPMFO!FW!UM 'NV!JKLIMG!JQMXHPN!&41R!MO!GFKOPQMNR!\NQN!IJKLIMG!JIQFXMRMFC
JHRP$*MOHIIYZ!MORPNHV!FW!JQMZHQRIBIPRINQRANMIRO]! IFGHI'FXNQOUIRGRONX/N!
MO!MUJFQPHOGN!MO!QNGNOP!YNHQR$

!

2NXMN[MO]! PAN!NUINR@KEUNR! GFUJHQMO]! PANINWWMGMNOGY! FW!I VMWWNQNOP! PYJINR! &41
HQMRNR!HOV! P\N!NXMVNOGN! Jrht/EDér dPfi¢idqry! advantage! FW! FON! FXNQ! P\N! FPANQ$! H\MR!MR!
GFORMRPNOP![MP\IP\N!MVNH!FW!PQHORHGPMFO!GFRP!N§oké»radHE3Rpiesid RRd¢En| | P\H P!
deliberately (and not randomly) in order to reduce transaction costs$! ,QIHOM*HPMFOHI!VNGMRMFORI!LY
IFGHI! [FXNQOUNOPRFRORAFKIVIIUNDINIY! LHRNV! FO! PQHORHGPMFO! GHRHRR INGNRNVGPF!
GFOPQHGPMO]'VMWWMGKIPMNR$!HRIR GRUNIRMNGNENHITR! OF P! GFO P QAN MKRA!
P\QFK\@I&41$!+\NIUFQN!'VMRGQNPMFO!HOVIGFOPQFI'P\N!ITFXNQOUNOP!VNNUR!GWBNRRHQY Z!
MR! P\HFEQN! MOPN]QHPNYW&4LRG\FRNO$! 4AHQPONQR\MJR! [MP\! JKLIMG! FQ! JQMXHPN! JHQPC
NOXRMINV! MW! MUMPHPMFOR! FW! JKQNIY! IFGHI' JQFXMRMFO! N"MRP! FQ! MO! P\WIIRNHQG\! WFC
N HUJINWFQ! WMOHOGN! HOW!tRb\NoHiRB! hand, political factors also play a role and may

potentially prevent the adoption of cost economizing governance types$
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