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Abstract

show that they key question is not whether services are contfracted ouf, but how. In particular, we argue that the effect of contracting out municipal

service provision to citizens is conditional on whether citizens pay user fees for services to contractors. Where they do, contractor revenue depends on
user satisfaction and confractors face incentives 1o provide quality services 1o citizens to retain revenue. Where, by contrast, governments fund services,
information asymmetry about the quality of services citizens receive dllows confractors fo shirk on service qudlity. We provide evidence for this argument
through an andalysis of the quantity and quality of waste and water supply services in over 2,000 Spanish municipdlities. Contracting out only outperforms
public provision in qudlity-adjusted service provision where users pay service fees and thus have incentives o hold contfractors accountable. Where they
do not, public provision is on par with (water) and outperforms (waste) contracted-out services.

Severol studies have assessed and debated the effects of coniracting out on service performance. In this paper, we provide empirical evidence o
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