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Since the 1990’s, price of water… 
 
        …is a real political concern ! 
 
  

Introduction 



The water distribution in France 

French organization: 15 000 local monopolies 
 
Cities are local authorities : they define the services, select the type 
of management (and the eventual provider) and supervise the 
contract.  

Local authority 

(Cities) 

In house 

69 % (covering 39 % 
of the French 

poulation) 

Private delegation 

31% (covering 61 % 
of the population) 

2 types of 

management : 



The water distribution in France 

The price is established by contract between 
provider (agent) and local authority (principal).  
 
The price-fixing is a choice… 
    …but a constrained choice! 
 
The price depends on two categories of factors : 
  

• Internal constrains(intern = depending directly of the local service) 

• External constrains(extern = independent of the local service) 

 
 



Internal constrains :  
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Type of management 

Private delegations could be more expensive 
than public management  

Hall et al. (2005), Chong et al. (2006) 

Local specificities 
(complexicity, local policies, 

investments, etc.) 

Garcia-Sanchez (2006), Garcia et al. (2005), Le 
Lannier et al. (2012) 

Opportunism and 
inefficiency of the local 

monitoring 

Information asymmetries Akerlof (1970) 

Monopoly rents / opportunism 

Chong et al. (2015) 

How to explain the price-fixing ? 



External constrains :  
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Political constrains 

Price = political signal for 
mayors ; 

Principal’s opportunism risk 

Budgetary constrains 
Crisis context : since 2009, cities are 
experiencing budgetary limitations 

(Dexia crisis, austerity etc.) 

How to explain the price-fixing ? 



Hypotheses 

This study aims to answer at this question : 

 
How to explain the price-fixing in water distribution? 

We focus on external constrains on the agency 

relationship and we assume two propositions : 

 

H1 : There is a relationship between the price and 

political context 

 

H2 : There is a relationship between local budgetary 

context and price 



Empirical strategy  

• Data : 

 

Panel DataBase (2009-2012) on french local services of 

water distribution. (Sources : ONEMA and INSEE) 
-120 large services (>8000 hab) 
-In house : 37 %  

-Private delegation : 63 % 

-14,48 million  
-Price = part of the delegatory + part of the delegating  

-2009-2012 : +1,87 % (average) for part of the delegatory 

-2009-2012 : +9,78 % (average) for part of the delegating  

 

Model : 

OLS with fixed effects (panel data) 



Methodology 

Dependent variable : price (€ for 120 m3, without tax) 

Independent variables : 

Dependent variable  
= price 

Internal variables 

Control variables : 

Population, water 
origin 

Structural variables  

Inhouse (dummy), 
Number of cities 

Quality of the 
services 

External variables 

Political variable 

Budgetarian 
pressure  

(debt/allocation) 



Results 
Price (euros per 

m3 
 m1               m2            m3               m4 

Population   0.001* 0.001* 0.001* 0.001 

    (1.79) (1.79) (1.77) (1.43) 
WaterOrigin   0.169** 0.174**  0.177**  0.221*** 

    (2.28)   (2.25)   (2.24)   (2.72)  
Inhouse     -2.457  -1.750  -3.160  

      (-0.46)  (-0.34)  (-0.61)  
NbCities      -0.588   -0.823   -1.335  

       (-0.26) (-0.35) (-0.59)  
RenewRate       5.532   5.623*  

         (1.59)  (1.69) 
RateKnowGrid       -0.035 -0.119  

        (-0.42) (-1.55)  
ChemicQuality       0.001 0.001 

        (1.26) (0.65) 
WaterQuality       0.063   -0.026  

         (0.65) (-0.27)  
GridEfficiency        0.207 0.031 

        (0.89) (0.15)  

ElectionsTimes          2.085*** 

          (3.22) 
CityDebt          -1.092*  

          (-1.93)  

cons   99.647*** 105.181***  74.264   115.886**  

     (2.72) (2.63)  (1.50)  (2.19)  
* p<0.1, ** p<0.05, *** p<0.01         



Results 

Result 1 :  

The local debt constraints have an impact on the price  

We can assume the impact of the financial crisis on the price 

(french context : Dexia, decreasing of the public allocations 

etc.) 

 

Result 2 :  

There is a correlation between the distance with municipal 

elections and the price 

Following the literature about political cycles (Chong et al. 

2013) 

 

These results describe an interesting agency relationship between : 

- Agent : water “provider” (in house or private)  

- Principal : public local regulator 

 



Results 

Agent’s goal : max the profit and/or service’s efficiency  

Principal’s goal : max his likelihood of reelection and respect his 

budgetary constrains 
 

Also, we assume that the agency relationship (Jensen & Meckling, 
1976) is influenced by external constrains of the local regulator.  

 

Limitations and future researches :  

What is exactly the relationship between the elections and 

price ? Concave relationship ? Linear ?   

To strengthen the representativity of the sample (increase the 

number of services) 

To implement more financial information about the services 

(debt of the service, costs etc.) 

To implement electoral data for each services 

 


