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Abstract. The paper aims to study the impact of certaiermenants on the choice of local authorities to use
public - private interdependence for the proviswhwater supply services, based on the Spanish and
Romanian local experiences. Being aware of their atythe authorities could place a particular foonghe
determinants that lead to local development. Ségtudies reveal that public — private interdeperndeis a
powerful tool for building local development (Mefodo Carmo, 2008; Dessi & Floris, 2009) and states a
interested in finding out ways to obtain it. Themgdex methodology of the paper was designed in
accordance with the particularities of each courdtydied. Gathering the data for Romania implied
conducting several interviews, and for Spain sureaploratory analysis and semi-structured intevsigvere
applied. The determinants’ influence was testedutin logit or linear probability model. The anadysi
validates that population, density of populatiowiiect taxes, affiliation of the city representatto a certain
political party is influencing the option of locpublic authorities. The paper brings recommendation
promoting public - private interdependence in watepply services. The paper is mainly valuabletfiar
parallel that is made between Spain and Romania dterwsupply services and it brings progress in

comparative country cases.
Keywords: partnership, concession, Spain, Romania, econmnmetrdel

1 Introduction

Several studies have discussed the low capacityegbublic sector to handle on its own the provisio
of quality services of general interest (Pesso@826tolt, Blomqvist, & Winblad, 2011), despite ithe
are cases when corporate public sector organizaaom considered a feasible alternative (Silvestre,
2012). In these times of economic crisis it is lmity increasingly difficult to ignore the need for
private providers of services of general interesbwould diminish the pressure on the public sector
The public sector could overcome several constranusdeliver efficient and effective public sergce
by applying private sector principles, as statethim New Public Management (NPM) theory (Hall,
Holt, & Purchase, 2003; Zhonghua & Ye, 2012; Aylkadletin, 2012). Burger and Stare (2010, p.
481) point out that trends in public managementigoon “the involvement of private sector in the
provision of public services and the proliferatmfrpublic private partnerships in service provision

States that realize the importance of the collabmrawith the private sector, by combining the
expertise of both sectors, could succeed in bigldisustainable society (Department for Internation
Development [DID], 2008). Developing states intézdsin progressing towards accomplished
societies are recommended to adopt a medium argl tknm strategy based on public — private
alliances (Devlin & Moguillansky, 2009). Such afi@es constitute forms of public — private
interaction between the extremes of public sectotha sole provider of services of general interest
and privatization. According to Melo and do Carn2®(8, p. 4) public — private interdependence
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generates “sufficiently lasting and consistent sgpdorms to promote the necessary conditions for
development”. This paper adopts a similar view, igbg public — private interdependence could be
considered a catalyst in achieving local develogn@@essi & Floris, 2009). Local development seen
as a deliberately induced process of improvingwh#are of local communities should constitute the
main purpose of the public sector in order to @eampetitive local economies, stimulate economic
growth and ensure better living conditions for ithteabitants (&chiciu, Yankov, & Balalia, 2010). So
far, however, there has been little discussion tibsimg public - private interdependence in pravidi
services of general interest as a tool for locaketoment. The case of two countries with different
levels of development is discussed in this study.

Based on recent evidence putting forward the itleithe quality of life is increasing when the wate
supply services are externalized or provided byewshixompanies (Cuadrado-Ballesteros, Garcia-
Sanchez, & Prado-Lorenzo, 2012), this paper waineixe the particular case of water supply services
at local level in Spain, as an example of a devadogountry, and Romania, as an emerging country
(International Monetary Fund [IMF], 2009).

Several benefits of promoting public — private rdegpendence at local level can be mentioned, such
as savings in public expenditure, high quality afficiency of services of general interest and more
effective programs (Bob & Balalia, 2010; Xie & Sgiy 2012). Conversely, there are cases when the
involvement of the private sector in the water syppnot the best solution because of the conoassi
contract failure (Shwartz, 2008). But as Ancard&2000, p. 3) stated, the success or failure of an
arrangement for service delivery highly “dependshomw well governments can manage the entire
contract process”. Along these lines, the study fe@dus on testing determinants that have impact on
local authorities” choices of collaborating withetlprivate sector for the provision of water supply
services. A similar research question was explameal study by Levin and Tadelis (2010) about the
determinants that make the government take pratadiz decisions in practice. As a state interesd is
promote local development and the public — privaterdependence proves to be an effective tool for
it, the identification of such determinants carilfate the formulation of valuable public policies

This paper starts by giving a brief overview of Bganish and Romanian territorial administrative

structure and the legislation that supports thevipimn of water supply services at local level. The

second part of the paper deals with formulatinghyygotheses that are econometrically tested. In the
third part, based on the collected data, the enipheidl be placed on the relevant elements that

differentiate the Spanish and Romanian experiencerader supply services. Econometric models are
formulated and commented on in order to identify impact of determinants on using the public —

private interdependence for water supply serviéésally, based on the comparison between the
Spanish and Romanian local authorities” contractingices, policy recommendations on promoting

public — private interdependence for the proviibwater supply service are made.

2 Territorial administrative structure and regulations on water supply services

Services that should be provided within the mumikifigs (“municipalidades” in Spanish) in relation
to the population hierarchy are specified in thargh legislation. As Chirdan (2007) stated water
supply, waste collection, street cleaning and puipinsport are among the main services that need t
be offered by the local public administration auities to their citizens. Regarding Romania, the
provision of the mentioned above services is alssumed by the local public administration
authorities.
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Terminologically, the Spanish term “municipalidad’used with the same general meaning as “city”
in Romania. The territorial administrative struetundicates that Romania is formed of 42 counties,
each of them having at least one city named mualitypwith more than 40,000 inhabitants with
impact on the development of the country. Therel@® municipalities in Romania out of which 42
represent the county capitals. The province capiélSpain are placed at the same level with the
county capitals of Romania. While Romania has 4ities, Spain is composed of 50 provinces and
two autonomous cities. In this context, the focuplaced on the water supply analysis at the local
level, namely the county capitals of Romania armalipce capitals of Spain. The Local Council and
the mayor of each county or province capital areociated with the local public administration
authorities. A feature that differentiates Spaid &omania worth mentioning because of its potential
influence on the research reported here referigearayor’s election. In the case of Spain, the mayo
is chosen from among local councilors and by thesmich induces a political orientation of the
Spanish executive power (Bel, Dijkgraaf, Fagedai&adus, 2010). In contrast to Spanish practice,
the local elections in Romania imply the vote ofizeins for the mayor candidates. The legal
framework for water supply services in Spain andhRoia constitutes the starting point in finding out
the modalities (mode of provision and contractwath®) under which the service is provided to its
final users. The Spanish basic law that regulabes provision of services of general interest is
constituted by Law 48/1998 that establishes proe=dregarding the contracting process in the water,
energy, transport and telecommunications sectobrief, the forms of direct management means
providing services of general interest by the lanahagement entity itself through a publicly owned
company differ from the indirect forms of managemtrat are mainly represented by concession,
interested management, “concierto”, lease and ja@nture (Law 30/2007 on public services contracts

(article 253); Wagner, 2008).
According to a study conducted by Spanish Watepuompany in 1999, the mode of providin

water supply services is directly related to thenbar of inhabitants within a city, as follows: itie€s

with fewer than 10,000 inhabitants the water prioviss mainly ensured by the Local Corporation
while in those with up to 20,000 inhabitants thedency is in favor of concession. The study by
Ordonez de Haro and Martinez (2003) reinforced thahin the cities with more than 20,000
inhabitants the participation of private enterpsiieat offer the water supply services under tigalle
status of concession or lease is extensive. Peatiis revealed that municipalities in Spain are
associating for the provision of services of gehietarest under the name of “Mancomunidades” that
have legal personality and capacity. Similarly, evasupply operators in Romania are forming
Intercommunity Development Associations (IDA) the case of Romania, there is a general latv th
stipulates the regulation of public utilities sees, ie Law 51/2006, and a particular law dedic&ted
water supply services and sanitation, ie Law 24062(According to Law 241/2006, water supply
services are including “all activities of publidlity and general economic and social interestbider

to capture, treat, transport, store and distrilaiteking or industrial water to the users of a art
locality (article 3 (A) (b)). Within the content diiese laws it is stipulated that both direct andirect
modes of public utility services management canidel in Romania. Direct management is achieved
by local authorities through their own structurés.contrast, the delegated management of public
utility services can be put into practice by opersitas companies with public, private or mixed
capital. According to article 30 paragraph 5 (LaW2®06) management delegation agreements may

! IDAs are defined in the Law 51/2006 (article 2 @3)a “cross-community association between two aeradministrative
territorial units, represented by local authoritiésr the establishment, development, managemedt /anor common
exploitation of public utilities systems and supglyprovision of public utilities services to theewus situated on the
jurisdiction of the associated administrative riterial units”.
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take the form of concession contract and publiaivape partnership contract. For signing these
contractual forms, the local public administrateuthorities should ensure that the best valuehier t
ratio money - quality and the satisfaction in tlestbconditions of the general public interest aflo
communities are obtained (Law 51/2006, article @@agraph (4)).

The legislation of both countries notifies the &xige of several categories of operators, which
according to their legal status, are divided intmal administrations, autonomous, publicly owned
companies, privately owned companies, mixed capitahpanies, and even joint ventures resulting
from the association of different operators (Roragmir interest management (Spain). Even though
there are several options, the responsibility fanviging services of general interest in the cake o
both countries is taken on by the local public adstiation authorities. Additionally, the authoei
have the option to provide the services throughrtben structures or participation in inter -
municipal cooperation (Spain)/ intercommunity deypehent associations (Romania). On the opposite
side, there is privatization that implies deliveriwater supply services by privately owned companie
Between these two modalities, various modes ofipubprivate interdependence are developed. The
interdependence is manifested through mutual ec&ma reactions between public and private sector
with the purpose of providing water supply serviteshe citizens. In the particular case of Spaid a
Romania, concession and Public — Private Partneest@ the main contractual forms undertaken by
public - private interdependence. The relevancpanfnerships between public and private sector for
water supply services is also highlighted by exqigrivater governance (Tortajada, 2010).

3 M ethodol ogy

The main objectives of the analysis conducted &@irspnd Romania are set as follows:

O1: Identification of the options adopted by lopablic administration authorities (county or prasen
capitals, depending on the case) for the proviefomater supply services in Spain and Romania.

02: Identification of the influence of certain debénants on the options adopted by local public
administration authorities for the provision of watsupply services through public — private
interdependence, in the case of Spain and Romania.

Bel and Fageda (2008) emphasize the positive implagrivate actors’ involvement in providing
services of general interest often observed intéwhnical efficiency obtained with lower costs
compared to the provision of services strictly Ie tpublic sector. The same authors (2008)
highlighted the presence of the interest groups itifalence the option of local factors of politica
decision concerning the public services’ provisibhey have also demonstrated that the decision to
privatize is conditional on the existence of pressygroups that have a certain interest in achiesing
service in one form or another. Additionally, theesearch confirmed that those who have won the
elections in a democratic system and are in chargetheir mark on the society through their
ideological visions. Moreover, another determineegresented by fiscal constraints may prove its
positive influence on the option for privatizatioha public service (Bel & Fageda, 2008).

Bel (2009) argues that privatization is also affdcby the decisions made by elected persons when
applying certain policies. For example, between61:92003, the upward trend of PPP development in
Spain was supported by the political implicationtted People's Party in power. Positive results were
obtained by providing quality public services awvloost through more effective involvement of the
private partner (Allard & Trabant, 2008). Howewdere are analyses carried out in the municipalitie
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of Catalonia (Bel, 2006; Bel & Costas, 2006) ancgan (Bel & Mur, 2009) that illustrate that
differences in costs between provision of servimgpublic or private entity are not significant.erh
arguments underpinning this situation focus on business concentration issues and limited
competition in the area of services provided tazeits. Therefore, Bel (2009) suggests applying
domestic alternative reforms by encouraging interigipal cooperation and creation of public and
mixed enterprises. Intermunicipal cooperation fdp the participation of authorities in
multigovernmental associations (Bel, Dijkgraaf, &€da, & Gradus, 2010).

A recent study by Benito, Bastida and Garcia (200@lved testing the efficiency rate of services i
Murcia, a region of Spain, by taking into considierathe economic level, municipality dimensions,
decentralization, political apparel and financitliation. The results of the study indicated thatbljc
management, through a publicly owned company, by more efficient option compared to private
management. Nevertheless, the studies made byrndaiispineira and Garcia-Valinas (2009) on 53
main municipalities in Spain revealed that a sigaiit positive effect on the price of water supply
services is obtained by privatization.

Summing up, Ruiz-Villaverde, Garcia-Rubio and Gdezdaomez (2010) propose in the case of
water supply services the use of a cyclical treaca@m alternation of periods between public and
private management.

Providing services of general interest in Romao@mpared to Spain, is a less discussed topic within
scientific papers. Radu (2009) argues that in tB804& water supply services and sanitation in
Romania were dominated by public sector, but beéggmmvith 2000, changes through privatization

and decentralization have been implemented. Thads&as have been adopted because of the need

to improve the old infrastructure of utilities addvelop new networks. The current trend is movin

towards public - private partnerships, becaus@@idcal public administration authorities’ purpase m
diminish the pressure on the limited financial rgses available to the public sector by sharin
responsibilities and risks with private actors.

The discussion so far has pointed out the roleevkmal determining factors that will be further
investigated in this study. Those determinantsthemembership of elected mayor to a certain party
economic issues (ie indirect taxes) and municipatitmensions (ie population size, density of
population).

Based on the literature review mainly related toewaupply services in Spain, the hypotheses tieat a
tested in this paper are formulated (Table 1). faen content of the hypotheses is similar for Spain
and Romania, but some adjustments were made beolube scarce presence of evidence in the
international literature regarding Romanian watgpdy services. The econometric models that are to
be constructed include the determinants identifiedhe literature as affecting the option of local
authorities to provide water supply services thiopgblic — private interdependence.

Table 1. Variables, hypotheses, variable’s code and source.

Hypotheses Code of the Sour ce of
. Description of the yp : variable
Variable ) associated with L the
variable . within the .
thevariable variable
model
Option of the Dummy variable with two - Interc Own
local  public variants: (endogenous research
administration - public - private variable)

authorities for interdependence: private,
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Code of the
. Description of the Hypothese_s variable Sour ce of
Variable : associated with s the
variable . within the :
thevariable variable
model
providing the mixed company
water supply - lack of public — private
services to interdependence: local
citizens entity, public company
Population The total number ofH1: the population pop www.ine.es
inhabitants within a size has a positive(exogenous www.insse.
country, region, city etc.influence on public variable) ro
(province capital of Spain— private
or county capital of interdependence.
Romania)

Density of Number of inhabitants perH2: the density of dens Calculated
population km? within the province Population has a(exogenous as pop/sup
capital  (Spain)/ county hegative influence variable)

capital (Romania) (mix between H1
and H2) on public —
private
interdependence.
Indirect taxes Fiscal incomes gathered aH3: indirect taxes ind_tx www.ine.es

the state budget; excise taxhave a negative (exogenous
border tax, value added taxnfluence on public variable)

and other indirect taxes  — private
interdependence.

Party Spain: H4: the partl, part2, www.mir.e
Party 1: Partido Socialistamembership of part3, partd s
Obrero Espanol (PSOE)  public (exogenous (Ministerio
Party 2: Partido Popularadministration variable) del Interior
(PP) representative in Spain)
Party 3: Other parties (mayor) to a certain www.beclo
Romania: party’ has a cale2008.r
Party 1: Partidul Democratpositive impact on 0
Liberal (PDL) public — private (Biroul
Party 2: Partidul Ngonal interdependence. Electoral
Liberal (PNL) Central in
Party 3: Partidul Social Romania)

Democrat (PSD)
Party 4: Other parties

Table 1 includes both exogenous and endogenousblesi Data for the first type of variables are to
be found at the sources indicated in the last colofithe table. Regarding the endogenous variable,
piece of research was undertaken in order to mhek gresence or lack of public — private
interdependence for providing water supply serviteshe province or county capitals of Spain,
respectively Romania.
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In accordance with the particular situation of eaolintry, distinct methods for Spain and Romania
have been used in order to achieve full observatibrthe options available to local public
administration authorities for providing water slyppervices in the province or county capitals, as
appropriate. More precisely, the particularity atle situation is given by the presence or absehae o
national authority that regulates and monitors rerket of services of general interest within the
country. The existence of the National Authority fRegulating Community Services on Public
Utilities (NARCS), which is in charge with servicekgeneral interest is Romania, brings a soliccbas
for research compared to Spain where a similarositghis missing.

In the case of Romania, the informal conversatidarview proved to be one of the most practical
ways of interaction with a representative of NARBMrder to obtain a clear picture of the current
providers of water supply services within the cguaapitals. This type of interview requires that
“questions emerge from the present situation ared raturally addressed” (Cohen, Manion &
Morrison, 2006, p. 271). During several interviewike NARSC representative answered open
questions on how the water supply services in Raemare provided and on the contractual terms. As
a result of the informal conversation interviewsl aaquests for information, a list with the name of
water supply services providers in the county edpidbf Romania was obtained. Related to this, the
following step involved running an exploratory aysaé of the providers’ web sites. During the
exploratory analysis, open conversations with tHREC representative were conducted in order to
clarify the providers’ type and conclude on the @dd contractual forms. The entire process of data
collection started in December 2010 and was coeduehtil April 2011 when the information on 41
out of 42 county capitals of Romania was complete.

In the case of Spain, a series of steps were dagignorder to obtain, with the appropriate method
as much observations as possible on water supplyidars in the province capitals. The procea

started with a survey based on a questionnairdinted with an exploratory analysis of the webssit
of each provider and ended up by carrying out ssrmictured interviews with officials of the Local
Councils.

Respondents to the questionnaire were officialtheflLocal Council, represented by the mayor or
his/her councilors. The brief questionnaire wasgiexi as follows: firstly, the identification quiest

that refers to the name of the province capitdlipfeed by a closed question on the provision mafde o
the water supply services, the third question rafgrto the used contractual form and the last
question invited indication of the name of the watgpply services operator. The response ratei®f th
questionnaire was of 10%, and more actions weressacy in order to reach fuller data. Therefore,
the exploratory analysis of the Local Council weatess was the second step that generated a
considerable amount of information. In order to ptete the database, semi-structured interviews
were carried out over the phone with officials mame with water supply service within the Local
Council. The information was obtained on the spdiyusing electronic correspondence. The process
of gathering information in Spain lasted from Now®m?2010 to January 2011 and a full database was
obtained.

The research describes the situation on the poovisf water supply services at the local level in
Romania and Spain and has hopefully captured a lesmgality.
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4 Results and discussion

4.1. Descriptive analysis

Starting with descriptive analysis, the most commmde of providing water supply services in Spain
is constituted by indirect management through peivend mixed companies, covering 61% of the
total cases. This result illustrates the interédbcal public administration authorities to allbeahe
provision of water supply service to the privatetsg while maintaining the responsibility for the
service. Aquagest, part of the Grupo Fomento Coosibnes y Contratas, and Aqualia, part of the
Grupo Agbar, are two of the main companies thatigeothis service in Spain. In contrast, the direct
mode of providing the service to the citizens by Ibcal entity is positioned. As regards the direct
management by a publicly owned company, it occupiasticeable share out of the provision modes
of water supply services in province capitals antb@omous cities of Spain, especially where large
public companies have strengthened their positi@an tme.

If in Spain direct management through a publiclyned company is noticeably present on the market,
in Romania this variant has even a more dominasitipn. 95% of the modes of providing water
supply services in Romania are represented bynteecommunity development associations that have
the status of public companies with mixed capittiMeen Local Councils and County Councils. The
diversity of the percentages allocated betweerctumcils involved in IDA generates difficulties in
the distribution of power between authorities aadaesult, the division of responsibilities ischéw

be achieved. In brief, the water supply services Romania are preponderantly under the
administration of companies with public capital ciigh the intercommunity development
associations, with Apa Nova as the only compani witblic - private capital that operates within two
out of the 41 analyzed county capitals in Romaifitze strategy of the Municipality of Bucharest,
drafted in 1993, and revised in 1997, regarding dbeelopment of the water supply and sewage
services was the starting point in the processighisgy a Public - Private Partnership, under
concession (Radu, Leftefendroiu, Ur&cescu, & Cioc, 2008, p. 132). Further on, the campa
managed to penetrate the market in year 2000 dtign@oincapacity of the local and central public
administration authorities to ensure by their ownds the rehabilitation and the development of the
water supply and sewage services” (Radu et al8,200123) according to indicators of quality of th
service focused on consumer satisfaction and emviental protection.

As regards the contractual form used for the promisf water supply services, the result of thigdgt
indicates that concession and Public — PrivatenBeship contracts are the two main types that are
present in the majority of cases of indirect manag in both Spain and Romania. These contracts
are applicable also in the case of managementghrawpublicly owned company in Romania, which
is considered, according to the law, an indirecdenof providing services. In the case of direct
management by the local entity or a publicly ownethpany, the contractual type is included in the
“other options” variant, because concession oripulgprivate partnership contracts are not appleab
to this context.

It is interesting to note that the management dewaupply services through a company with mixed
capital may cover two contractual situations entengd under the form of Public - Private
Partnership or public distribution of shares. “Rubl Private Partnership” is recorded when the
company was formed through the contribution of kib#hLocal Council of municipality and a private
actor. “Other options” is a reliable variant foetmanagement of mixed capital companies when the
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company is basically publicly owned and at a certaoment the option for selling shares to private
actors is expressed.

The current study found that in Spain the watepblupervices are equally provided by concession
contract as “other options”, with 44% for each loé two variants. The cases in which the service is
supplied through a company with mixed capital byngisPublic - Private Partnership contracts
represent 12% of all variants. Based on the regifilthe undertaken research, it has been observed
that in most Romanian county capitals the most kyidacountered type of contract between local
authorities and the intercommunity development @asions takes the form of concession, associated
to indirect management. The dominance of this tgpecontract is explained by the Romanian
legislative framework that requires public utilgiéo be provided only by concession or Public -
Private Partnership contract, and as the legisidip the latter type of contract was repealed for a
period of time, the concession contract remainedathly option for the local public administration
authorities. In consequence, both indirect managemedes encountered for water supply services in
Romania involve only the use of the concessionrecht

4.2. Econometric model

Turning now to the econometric model, the appraéerimethod is chosen in accordance with the
established hypotheses, available data and the dipariables. A dummy variable as dependent

variable (), which captures the modes of providing water sumervices, and an explanatory

variable (%), also a dummy variable, namely the “party” thatels value 0 or 1, indicate that the
probability model is the most appropriate one taubed in this context. Maddala (2008) and Gujaragi

(2003) argue that a probability model can be adegedy three different ways represented by t?h
linear probability model (LPM), logit model or pribimodel.

The first model refers to the least squares metiaddle logit and probit models imply the use of
maximum likelihood method (Gujarati, 2003). In lbrigne LMP is a linear regression model where the
dependent variable ;Ms dichotomous and indicates the occurrence okwant or not. In LMP,
probabilities increase linearly with;Yand the model has the form as in equation (1).

Equation 1. Model of LMP

Y= p1+ Xi+ U
with Y;= 1 if the event happens
0, if the event does not happen.
Logit and probit models are differently formulated,in equation (2).

Equation 2. Model of logit and probit
yi = fo+ By +u

with yi*, defined as the latent variable which is not obesgle.
with Yi=1if y*>0

0, ify*<0
Overall, it is recommended to use a logit or prabitdel prior to LMP due to its heteroscedasticity
problems that may appear. The models indicate thbapility that the public local administration
authorities choose the provision of water supplyises through public — private interdependence in
relation with the exogenous variables.
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Y; from the formula is the variable corresponding be tchoice of local public administration

authorities for providing water supply service thgh public — private interdependence, noted as
INTERC, and has the following options:
1: there is public — private interdependence fergrovision of water supply services;
0: there is not public — private interdependencdlfe provision of water supply services.

The first option is assimilated with the provisiohservice by indirect management through a private
company or a company with mixed capital. In coritiagpositioned the second option that can be
found in the cases of direct management by thd &ty or a publicly owned company.

The analysis in the case of Spain includes 47 posvcapitals out of 52, because of the lack of data
regarding indirect taxes. Before constructing thedet, the multicolinearity of the variables was
tested through the results registered in the aroel matrix presented (Table 2).

Table 2. Correlation matrix in the case of Spain.

POP DENS IND_TX PART1 PART?2 PART3
POP 1.000000 0.415839 0.741545 -0.094922 0.074143  0.036068
DENS 0.415839 1.000000 0.325241 -0.145078 -0.065866  0.284832
IND_TX 0.741545 0.325241 1.000000 -0.157767 0.230575 -0.088782
PART1 -0.094922  -0.145078 -0.157767 1.000000 -0.642262 -0.333196
PART?2 0.074143 -0.065866 0.230575 -0.642262 1.000000 -0.456532
PART3 0.036068 0.284832 -0.088782 -0.333196 -0.456532 1.000000

As shown in table 2, there is no multicolinearitytwieen the group variables, because the values
registered by the correlation coefficient are nektnto the -1 or 1 extreme value. Further on, the
equation (3) stands as logit model in the casepafrs

Equation 3. Logit model for the case of Spain
INTERC = C(2)*POP + C(3)*DENS + C(4)*IND_TX + C(5PART2 + C(6)*PART3

In addition, the results obtained by using the #&giprogramme are presented (Table 3).
Table 3. Logit model estimation results of parameters sndhse of Spain.

Dependent Variable: INTERC

Method: ML - Binary Logit (Quadratic hill climbing)

Sample: 1 47

Included observations: 47

Convergence achieved after 12 iterations

Covariance matrix computed using second derivatives

COUNTRY CASE STUDIES



FuroEconomica

Issue 2(33)/2014 ISSN: 1582-8859

Variable Coefficient Std. Error z-Statistic Prob.

C 0.244032 0.612476 0.398435 0.6903

POP 9.09E-06 4.53E-06 2.005230 0.0449

DENS -0.000348 0.000170 -2.049491 0.0404

IND_TX -1.93E-07 9.80E-08 -1.967554 0.0491

PART2 2.236811 0.911261 2.454633 0.0141

PART3 1.275449 1.048627 1.216304 0.2239

Mean dependent var 0.617021S.D. dependent var 0.491369

S.E. of regression 0.408734 Akaike info criterion 1.179882
Sum squared resid 6.849597Schwarz criterion 1.416071
Log likelihood -21.72723 Hannan-Quinn criter.  1.268762
Restr. log likelihood  -31.27867 Avg. log likelihood -0.462282
LR statistic (5 df) 19.10287 McFadden R-squared  0.305366

Probability(LR stat) 0.001839
Obs with Dep=0 18 Total obs 47
Obs with Dep=1 29

As Table 3 shows, there are several variablesatfgavalidated at the p=0.05 level. The resulthisf t
study indicate that the population of municipalignsity of population, indirect taxes and partya®
influence on the options adopted by local publimeuistration authorities for the provision of water
supply services through public — private interdelggice. The correlation between the dependent
variable and the exogenous variables is supponfethé medium level of pseudo-determinative
coefficient, which recorded a value of 30%.

These results regarding Spain need to be interpweith caution, because in the case of logit objtro
models the sign is taken into account, rather ti@nnumber itself Thus, a positive relationship
between the population of municipality and mayofiliation to party 2 and the probability of
providing water supply services by public — privateerdependence is recorded. Additionally, the
results emphasize an indirect relationship betwierdensity and indirect taxes and the probability
providing water supply services by public — privateerdependence. Therefore, hypotheses H1, H2,
H3 and H4 for the particular case of party 2 arefiomed. Similar to the research conducted for
Spairf, data from Romania refers to 41 county capitals @u42. Before applying the appropriate

2 There is not a marginal value, as in the caseMf lwhen applying the least squares method.

3 variables included in the model of Romania are fyaiased on the literature associated to the Spaniperience than on
Romanian facts, because of the lack of appropri@i@iure on the particular case of Romania. Dajarding indirect taxes
in county capitals of Romania are not available.
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method, the multicolinearity of the variables irdda into the model has to be checked. In this sense
the correlation matrix is shown (Table 4).

Table 4. Correlation matrix in the case of Romania.

POP DENS PART1 PART2 PART3 OTHER_PART
POP 1.000000 0.427838 -0.065760-0.115301 -0.069985 0.303596
DENS 0.427838 1.000000 -0.077496 -0.112693 0.113460 0.080870
PART1 -0.065760 -0.077496 1.000000 -0.362994 -0.514614 -0.331231
PART2 -0.115301 -0.112693 0.300520 1.000000 -0.291878 -0.187867
PART3 -0.069985 0.113460 -0.514614 -0.291878 1.000000 -0.266338

OTHER_PART 0.303596 0.080870 -0.331231 -0.187867 -0.266338 1.000000

As it can be noticed, there is no multicolineatitgtween the group variables, because the values
registered by the correlation coefficient are faomf the -1 or 1 extreme value. Based on this, the
projection of the model could continue, but notdoefselecting the most appropriate method.

The dominance of the O variant for the endogenauandy variable, marking the lack of public —
private interdependence for the provision of watigpply services in Romania, is generating errors
within the programme when applying the logit mod#ie small variability in the sample allows only
the use of linear probability model and makesfiiailt to obtain robust results. In order to gather
with the investigation in the case of Romania, tR is applied. The LPM hides enough problems,
but the most important is heteroscedasticity, imvg the presence of unequal variances (Asteriou &
Hall, 2007). A favorable situation is encounteretiew there is no autocorrelation between the
residuals, meaning that the model is homosceddste model for Romania has the equation (4).

Equation 4. The LPM for the case of Romania

INTERC = C(1)+ C(2)*POP + C(3)*DENS + C(4)*PART2G(5)*PART3 +
C(6)*OTHER_PART

In addition, by applying the White test with crasams, the following results are obtained (Table 5)
Table 5. White test results for the LPM in the case of Roiaa

White Heteroskedasticity Test:
F-statistic 0.587095 Probability0.850798

Obs*R-squared 9.848018 Probability0.773209

2
The corresponding value of Durbin - Watson is actbo@nand LM (9.848) <A oose (12. 591),
therefore the conditions for homoscedasticity areomplished and the results of the model can be
interpreted (Table 6).
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Table 6. LPM estimation results of parameters in the cdg$gomania.

Dependent Variable: INTERC
Method: Least Squares

Sample: 141

Included observations: 41

Variable Coefficient Std. Error t-Statistic Prob.
C -0.039820 0.050309 -0.791523 0.4340
POP 4.85E-07 1.02E-07 4.762264 0.0000
DENS 9.37E-06 1.30E-05 0.718888 0.4770
PART2 -0.035220 0.073915 -0.476500 0.6367
PART3 -0.064357 0.062673 -1.026865 0.3115
OTHER_PART -0.016499 0.080912 -0.203909 0.8396
R-squared 0.512854 Mean dependent var 0.048780
Adjusted R-squared 0.443262S.D. dependent var 0.218085
S.E. of regression 0.162724 Akaike info criterion  -0.659067
Sum squared resid 0.926765Schwarz criterion -0.408301
Log likelihood 19.51088 F-statistic 7.369419
Durbin-Watson stat 2.063243 Prob(F-statistic) 0.000083

The value of the “population” parameter suggestd tieported to p=0.05 level only H1 can be
validated in the case of Romania. Thus, the pojoumldtas a positive influence on the option of local
public administration authorities to provide wateupply services through public — private

interdependence. The coefficient of determinatiaidates a well-defined model, because of the high
recorded value of 0.51.

Overall in Romania, the provision of services oh@mal interest is poorly represented by modalities
that imply interdependence between public authesritand private actors. In this respect, some
considerations are given as justification:

* Water supply services involve high levels of inwestt and private actors are not always
willing to commit themselves;

* Public - private interdependence implies transactiosts that both the public and private
sectors may be reluctant to accept;

e Local public administration authorities creatingelrommunity Development Associations
are keen on generating economies of scale;
e The legal framework needs improvement in orderlkmnwaprivate actors to be involved in

providing services of general interest. The LawPablic Private Partnership in Romania was
drafted with this purpose in view

COUNTRY CASE STUDIES



FuroEconomica
Issue 2(33)/2014 ISSN: 1582-8859

* Reluctance of local authorities’ leaders to devealaprdependence with private sector for
various reasons related to political orientations;

e Provision of services of general interest can baumprofitable business for private actors,
given the lack of subsidies which are no longentga by the public sector starting with the
concession or public - private partnership contract

The only similarity between Spain and Romania régar the determinants which influence the
option of local public administration authoritiesr fthe provision of water supply services is
represented by the positive impact of “populatiani’ the probability of delivering water supply
services through public - private interdependencggain and on the option itself in Romania.

5 Concluding remarks

The paper starts by presenting the trends in puldinagement regarding the involvement of private
actors in the provision of services of generalriede (Burger & Stare, 2010). Moreover, the paper
focuses on public — private interdependence asffaotige tool for water supply services at local
level. The present study sustains that public vapei interdependence in the case of water supply
services have a positive impact on life of citizé@siadrado-Ballesteros et al., 2012), and impjicitl
contributes to local development. The study ingedés the modes used by the local public authsritie
for offering water supply services in Spain and Rara and evaluates the determinants with impact
on the choice of those modes. By way of conclussmrae mutual recommendations between Spain
and Romania can be drawn from this study. Simitamtries to Spain, respectively Romania, could
follow the recommendations formulated in this paper

The results indicate that the private actors’ presds noticeable in the area of water supply sesvi

in Spain compared to Romania, which is at an iecipstage. A measure that can be implemented for
the progress of private involvement in providingtevasupply services lies in the power of local
authorities to initiate, stimulate and sustain cefitpn among private actors, starting with the
requested taxes and selection criteria made pfdsl@uctions.

The findings of this study suggest that ideologidsion of elected community officials put their rka

on society and validate the positive impact of ipartregarding the development of PPP in Spain.
There is, therefore, a definite need for peopld wision towards public - private interdependera=e,
part of the local public administration authorities

A problem that both countries have to face is tbegy distribution between public entities, because
of the blurry delineation of duties between theyGQtouncil and County (Romania) or Provincial
Diputacion of a certain province and Local Counefl a municipality (Spain). Thus, a clear
delimitation between the duties that are assumegioh of the administrative level is recommended.
While this problem has to be solved, IDAs in Roraaaie bringing advantages in what concerns the
potential gain represented by economies of scale.

A major difference between the two countries’ eigare starts with the distinct view on economies
of scale. In the case of Romania economies of scala benefit for the society as a whole, becafise
the public entities involved; as for Spain, these attributed to private operators that are part of
groups of companies motivated mainly by their owteiest. The latter situation may have double
impact: negative by the presence of a limited cditipe on the market, due to the dominance of
certain groups that “impose the rhythm”, and pesitry access to innovation, investment support, and
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other elements that have impact on service qudityimplication of these findings is that both Spai
and Romania should take into account the mix betweenpanies in order to create strong groups that
can take charge of large programs of investment, under the strict supervision of public
administration authorities that have to ensure dbmpetitiveness among operators of services of
general interest.

A final mutual suggestion applicable to similar ntries refers to the construction of reforms for
public — private interdependence that ensure thapetition between private actors at the time oirthe
selection by public authorities.

The current findings will serve as a basis for fatatudies that generally imply comparison between
Spain and Romania regarding services of generaldst, and particularly refer to water supply
services in Romania. Moreover, this study has gpoitant implication for future practice, because
the local public authorities that are aware ofrédevant determinants have the opportunity to dgvel
or diminish their impact in favor of public — prieainterdependence.

However, with a small sample size, caution musajggied, as the findings might not be transferable
to all the localities from Spain or Romania. Adalitally, due to the lack of variance among the
options of providing water supply services in Roimaarthe econometrical model hardly allowed
testing the influence of the determinants on thmeddent variable.

Further research might explore the extension oheewtric models by including other or more

variables that are less visible in the internatiditerature, but tend to be relevant in practisech as

the geographical region where the city is includidding variables to a model implies also recording

additional observations, so that the models coudd designed to extended variants for a
municipalities in Romania or for all cities with@v35,000 inhabitants, as is the population of &eru ‘“
the smallest province capital in Spain. Furtherkvmgeds to be done to establish whether the indlud
determinants have similar influence on public vaie interdependence for another type of service of

general interest.

Finally, the public — private interdependence cdodédtested as a solution to several problems that
Gonzélez-Gémez, GarciA-Rubio and Guardiola (20B2lspotted in urban water services in Spain
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