
1 
 

International Experiences on Sector Reform and Lessons Learned 
 

By Sanford V. Berg 
Director of Water Studies, PURC 

Professor Emeritus, Economics—University of Florida 
 

November 5, 2014 (Draft October 30) 
Maestría en Regulación de los Servicios Públicos 

Pontificia Universidad Católica del Perú 
 
I am honored to be invited to participate in this event. You are the ones who deserve our 
applause for creating agencies that are transparent, professional, and credible—recognized as 
providing leadership throughout Latin America. Others here this evening are students who are 
gaining conceptual frameworks for analyzing and evaluating infrastructure regulation and sector 
reform.  As Brown, Stern, and Tenenbaum emphasize1, the formal sector regulator is just one 
part of a regulatory system that involves politicians, laws, ministries, other agencies, utility 
operators, and other stakeholders.  So I will be speaking about lessons learned.    
 
As an outsider, I am in a position to direct your attention to factors that have help developing 
nations build their regulatory systems.  I hope that during this presentation, you will think of how 
specific examples of how particular factors have promoted or hindered performance in 
infrastructure.  That way, this event serves as a focus for re-dedicating your efforts to 
strengthening regulation and improving your energy and water sectors.   
 
My Starting Point 
 
I did not start out as a regulatory economist.  My graduate work in New Haven included a one 
semester class on regulation, but I focused on other topics.  Then, in 1971, my first year at the 
University of Florida, the professor teaching Graduate Public Utility Economics went on 
sabbatical.   I was thrust into teaching a new course!  Fortunately, Fred Kahn’s (now) classic two 
books on The Economics of Regulation 2 had been published the year before, so I just tried to 
stay one chapter ahead of my graduate students.   
 
Coincidentally, that school year, the Public Utility Research Center was established at the 
University of Florida, so I quickly linked up with colleagues in the Finance Department who 
were conducting research on utility issues. In retrospect, those two events (a new course and a 
new research center) caused a major turning point in my life—though at the time, I was just 
intent on publishing some papers (any papers) and getting tenure.   
 
Both Kahn’ books and the research center brought me into contact with ideas about how 
regulation established incentives for managers.  I became familiar with the standard pricing 
models and began to feel comfortable in my understanding of utilities.  I could take first 

                                                 
1 Brown, Ashley C., Jon Stern, and Bernard Tenenbaum, with Defne Gencer, (2006). Handbook for Evaluating 
Infrastructure Regulatory Systems, The World Bank, xx-397.   
2 Kahn, Alfred E. (1970, 1971). The Economics of Regulation: Principles and Institutions (volumes 1 and 2). John 
Wiley & Sons, Inc.   
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derivatives and compute optimal prices to assure allocative efficiency—what more was needed?  
My interactions with Florida regulators and with utility executives helped me realize the 
difference between my ivory tower world and the many constraints faced by real-world decision-
makers.  However, that contact did not greatly affect my research agenda.  Over the years, my 
research transitioned from electricity pricing to telecommunications (reflecting the discipline’s 
interest in AT&T break-up and associated issues of economies of scale and scope).  My technical 
teaching notes began to look like a book but there were gaps in coverage.  Subsequently, 
collaboration with a colleague led to my own book on Natural Monopoly Regulation3.   
 
I would have continued the normal academic progression, but was invited to submit a proposal in 
to the World Bank in 1995 to develop and deliver one course for regulators from around the 
world.  Again, in retrospect, that totally turned my professional life around.  However, at the 
time the project seemed like just another opportunity to apply my technical knowledge to some 
important infrastructure issues.  My proposal for seed money focused on pricing and incentives, 
with some attention to information asymmetries, since those topics dominated the research 
literature.  When asked whether we could expand coverage to include “other” topics like law, 
regulatory processes, cost of service, ethics, fairness, service quality, negotiation, dealing with 
the press, and other issues, I replied in the affirmative.  Little did I realize how those other topics 
and the international perspective would greater alter the way I thought about regulation.    
 
The PURC/World Bank International Training Program on Regulation and Strategy has hosted 
nearly 3000 participants from 151 nations in thirty-six deliveries of that two week course.  It has 
received no funding from the World Bank since 1997, but continues to be an effective capacity-
building program twice a year. Because of that course, PURC has been asked to deliver in-
country programs in over twenty nations, including Peru in 1999.  In addition, PURC has been 
funded to develop the Body of Knowledge of Infrastructure Regulation—receiving small 
infusions of funds since 2002.  The web site now has thousands of visitors each year, and the 
Glossary is available in nine languages.  We hope that both practitioners and students will 
continue to draw upon that web-based resource for capacity-building.   
 
Lessons Learned: What Really Matters 
 
I hope you will forgive my walk along memory lane, but I wanted to use this week as an 
opportunity to reflect on how in the world I became an international regulatory economist.  If I 
had walked through other doors, taught other classes, or taken on other projects, I would not be 
here today.  I would have a very different (and much less complex) view of what regulatory 
agencies can and cannot do.  I would have a very different (and much less complex) idea about 
trade-offs among regulatory objectives.  And I would not be describing six elements that (in my 
opinion) are necessary for strong infrastructure performance: 
 
The first element should come as no surprise to economists who try to ground their analyses in 
reality.  Nevertheless, it is an element that I would not have emphasized in my teaching and 
research, had I not been exposed to a wide range of regulatory organizations at different stages of 
development.  That is, institutions matter.   
                                                 
3 Berg, Sanford V. and John Tschirhart (1988). Natural Monopoly Regulation: Principles and Practice, Cambridge 
University Press, xii-564.  
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Institutions 
 
When I began my study of regulation more than forty years ago, I had a very mechanistic view 
of regulatory institutions: regulators manipulated instruments (like price) to achieve objectives.  
Those objectives involved maximizing efficiency, or at least achieving a second-best outcome.  
Yet reality is much more complex, as agencies are constrained by a number of factors, including 
limited resources, legal structures that sometimes deny regulators needed instruments and 
powerful stakeholders with allies that place pressure on those “not-so-independent” agencies.  
Institutions have constituencies, histories, and organizational cultures that complicate the 
economic, social, and political environment.     
 
Organizations matter: the sector regulatory commission is one component of the regulatory (and 
governance) system, which includes the legislature, courts, utilities, unions, and the laws that 
establish roles and responsibilities for these institutions; inter-institutional collaboration is 
essential for improved sector performance.  
 
In a recent report to CEPAL, I noted that there is a wide range of formal institutions that could 
provide oversight to operators delivering infrastructure services4: sector-specific national 
regulator, multi-sector national regulator, contract monitor, municipal department, independent 
municipal agency, or a performance contract (sometimes through public-private partnerships). 
 
Note that if the utility is fully embedded in a ministry or within a municipality, the likelihood 
that its managers will have a commercial orientation is reduced. A focus on cost-containment 
requires that financial sustainability be emphasized rather than (current) social concerns, since 
future performance will be weak if the utility acts like a charitable organization. This point runs 
counter to the orientation of many water utilities. Yet waving the flag of “social needs” over 
utility operations does not justify the inefficiencies that characterize many SOEs and municipal 
utilities. In fact, those who speak loudest on behalf of a “social orientation” are often the same 
ones who appoint politically-connected individuals to positions of responsibility in utilities: 
managers who lack the expertise and professionalism required for making sound business 
decisions. 
 
A fundamental lesson that emerges from my recent CEPAL Report is that sector regulation has 
to be embedded in an adequate and consistent institutional framework in order to have a positive 
impact on performance. Sector regulation, by itself, is no guarantee of performance 
improvements in infrastructure. Case studies and empirical analyses suggest that without 
significant changes in the supporting institutions, the standard tools of regulation will not be 
effective. This conclusion is disturbing, especially for developing countries, since it means that 
the establishment of a regulatory agency might raise hopes, but ultimately, the agency’s rules are 
unlikely to improve performance without additional, politically difficult initiatives. 
 

                                                 
4 Berg, Sanford (2013). ‘Best practices in regulating State-owned and municipal water utilities’, Report to the United Nations 
Economic Commission for Latin America and the Caribbean. Available at:  
http://www.eclac.org/publicaciones/xml/1/49891/Bestpracticesinregulating.pdf.  
 

http://www.eclac.org/publicaciones/xml/1/49891/Bestpracticesinregulating.pdf
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An industry observer said “to have effective regulation, you must have utilities that can, in fact, 
be regulated”. The problem boils down to getting a broader set of institutions to support 
regulatory and managerial actions that promote good sector performance.  This means getting the 
governance structures right (rules of the game) and the substantive actions right (play of the 
game).  Regulation is not divorced from politics, but it should not be married to politics either.  
Institutions (and their design and interactions) matter. 
 
Information 
 
The next critical “I”-element is information:  the Holy Grail of Empirical Economics. 
 
Information matters: the collection and authentication of data is necessary to identify trends, 
understand current patterns of performance, and determine realistic targets for utilities; technical 
skills and on-going capacity-building can support such initiatives.   
 
Data represent the raw material for decision-making. Investment decisions cannot be made in a 
vacuum. Maintenance requires an asset registry and information about reported leaks and 
customer complaints. Multi-period information on operations and financial conditions is 
essential for sound decision-making. Retaining historical data provides analysts with the 
opportunity to identify trends and conduct more robust statistical analyses. When managers make 
investment and operational decisions, they need to be clear about the objectives of the project, 
the techniques being used, and the level of detail required for the dataset. The absence of such 
specificity limits accountability and diminishes organisational learning.  Furthermore, since 
managers have more information than regulators regarding potential cost-containment initiatives 
and future demand patterns, sector regulators much conduct benchmarking studies to identify 
trends, current performance, and best practice (to establish reasonable targets for lagging 
utilities).  As someone said, “You are entitled to your own opinions, but not to your own ‘facts’.”  
Information matters. 
 
Incentives 
 
The next “I”-element has been central to my own thinking about regulation since the beginning. 
Every policy establishes incentives: and these can be good or bad incentives. Even the regulatory 
decision not to establish incentives to meet particular targets establishes incentives for managers 
to do other things, ignoring targets. 
 
Incentives matter: decision-makers behave in accordance with payoffs associated with different 
outcomes; every regulatory rule rewards or penalizes actions affecting utility performance. 
 
A strong case can be made that incentives and information are the cornerstones of good 
performance—both require that governance systems monitor trends over time and that Boards of 
Directors take action when there is weak performance. My view is that regulators need to 
continually be evaluating the impacts of their rules to ensure that the desired outcomes are, 
indeed, being achieved.  Executives manage what they measure. One objective of a 
benchmarking study is to measure productivity and efficiency so that the analyst can make 
comparisons.  Productivity considers the link between utility inputs and outputs. Efficiency is 
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related to productivity, but it involves establishing a standard and determining how close the firm 
comes to meeting that standard: how far is the utility from “efficient practice”?  Effectiveness 
refers to the extent to which an organization achieves its stated objectives.  If the objectives are 
neither prioritized nor quantifiable, then success cannot be measured.   
 
Let us take one example of “success”. More powerful incentives for cost containment are 
achieved by price caps that reduce prices for inefficient firms.  For privately-owned firms, this 
can provoke investors to pressure management to improve performance.  However, for state-
owned utilities, low prices also punish customers who will now receive poor service.  Low prices 
punish unserved citizens, since less funding is available for network expansion. Benchmarking 
improves decision-making when it identifies high performance infrastructure operators.  
Potential donors and Finance Ministries want to ensure that operators who will not waste funds.  
In addition, the process identifies utilities with weak performance; this provides citizens with a 
basis for pressuring politicians to replace poor managers of municipal and state-owned 
enterprises. Incentives matter. 
 
Ideas 
 
Now that we have covered the big three “I’s”, we can turn to what universities do very well:  
develop and teach conceptual frameworks that can help us understand why things work the way 
they do. 
 
Ideas matter: each of us brings a conceptual framework to our decisions; new perspectives can 
serve as catalysts for activities that improve the operation and financial sustainability of 
infrastructure operators.   
 
Advocates (and incentives) for efficiency are crucial. Sound engineering is necessary but not 
sufficient for improved utility performance. One important idea is that governance within 
infrastructure firms must be addressed (including selection of CEOs and Boards of Directors via 
non-patronage routes), just as external oversight of utilities (sector regulators and government 
ministries) needs to be continually evaluated and improved. Institutions matter—perhaps even 
more than money. As Rodriguez et al. (2013) emphasize, “Simply financing more water 
infrastructure and services–from public or private sources—will not solve the problem. 
….changing how the money is budgeted, targeted and executed is the proper place to start.”5 
 
We all like to think that we know a lot.   Yet, as Ralph Waldo Emerson said, “People only see 
what they are prepared to see.”  Past experiences place blinders on us.  Researchers call this 
confirmatory bias. We tend to discount or misinterpret facts that are inconsistent with our own 
(current) world view. Cases from other nations remind us that we all wear blinders and need to 
interact with others to better understand our own situation. A wise person once said: “Don’t 
believe everything you believe.”  We need to give more attention to those who bring new ideas 
to the table: ideas that challenge our cherished beliefs. 
 

                                                 
5 Rodriguez, D.J. and McMahon, A, (2014) “Water finance: Preparing for the next critical juncture,”  Global Water: 
Issues and Insights, ed. R. Quentin Grafton, Paul Wyrwoll, Chris White, and David Allendes, Australian National 
University Press, 17-20.  
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The most dangerous “knowledge” is a principle or idea that is actually false.  When we think we 
understand something, but actually do not, then we are likely to push forward without a solid 
grounding in reality. All of us are susceptible to excessive confidence in our own understanding 
of the way things work. That is one reason why open discussions and thoughtful debate are 
necessary within any organization.  All those who are mentoring students today are standing on 
the shoulders of others who have built the foundations of regulatory economics.  New ideas 
related to game theory, behavioral economics, and other topics continue to stir our thinking in 
ways that help us sift through the complex set of factors affecting infrastructure performance.  
We all know that it is important to learn from one’s own mistakes.  However, it is more cost-
effective to learn from the mistakes of others.  Ideas matter. 
 
Ideals 
 
We cannot ignore ideals.  Economists tend to take consumer preferences as given and social 
objectives as arising from public choice mechanisms.  Yet values are generally relegated to other 
fields of study:  they are, after all, subjective!  Nevertheless .  .  . 
 
Values matter:  when we are clear about our objectives and communicate those priorities to 
stakeholders, the resulting dialogue can clarify our goals and promote greater consensus 
regarding sector objectives.  Without coherence among objectives, the push and pull of different 
stakeholders can tear the fragile fabric of sound regulation.  Conflicting values are inevitable, but 
a lack of civility is not. 
 
Note that if policy-makers have not prioritized objectives, there is likely to be substantial 
inconsistency in decision-making. Keeping tariffs low is one popular objective, but it is totally 
inconsistent with expanding service coverage to the poor (unless a donor or government provides 
funds consistently over time). Thus, there is a clear need for a business plan that reflects reality. 
Similarly, a customer orientation promotes community and trust and supports the legitimacy of 
the water utility activities.  Ideals matter. 
 
Individuals 
 
Finally, here is the “I-element” that surprised me the most.  Textbooks on Economic 
Development include a chapter on entrepreneurship. However, that tends to be the closest 
economists come to the truth:  the truth is that people matter more than anything!  I never let my 
students talk about what “government” does; I required that they name the agency making the 
decision.  However, now I realized that I should have required students to identify the person or 
committee that developed and implemented the policy in question.  Ultimately, high performance 
is about leadership. 
 
People matter: leadership is essential for improved sector performance; no matter how 
dysfunctional or inefficient current arrangements are, someone is benefiting from them—which 
implies that overcoming institutional inertia requires strong leadership. 
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Heifetz6 points out that a leader provides direction when the right direction is already known.  
This person is often an authority-figure.  However, leadership mobilizes people to tackle difficult 
and often ambiguous problems and circumstances: situations where stakeholders disagree about 
whether or not there is a problem!  Leadership involves identifying challenges, disclosing 
threats, exposing real conflicts, and challenging existing ways of doing things. Ultimately, 
leadership requires that a person point out that an adaptive problem does not have a technical 
solution.  Facts and analysis are inadequate for addressing many regulatory conflicts.  Rather, the 
problem-solving requires collaboration, listening, and adapting to the loss of some outcomes in 
order to achieve more highly valued outcomes. 
 
Over the years, I have learned that the way to improve infrastructure performance is not always 
through research. It is still necessary for professionals to collect, authenticate and analyze 
information to deal with conflicts over the facts.  However, the really difficult issues faced by 
managers, regulators, and policy-makers involve dialogue as well as research.  And dialogue 
requires leadership:  people must admit that they have to work together to correctly define the 
problem and find ways to manage the problem that are politically feasible and economically 
sustainable.  Ultimately, individuals matter.      
 
Concluding Observations: 
 
My own personal journey is but one example of how each of us makes choices that, only in 
retrospect form a purposeful pattern. Reading a book, teaching a course, starting a project—these 
steps sent me on the path I am on today.  On our professional and personal journeys, we become 
more aware of our limitations.  Also, we seek to find ways to make sense of forces that seem 
beyond our control.  Ultimately, we try to improve the situation so our children and 
grandchildren will be prepared to face their futures standing on firm foundations that we helped 
establish.  
 
Infrastructure decision-makers around the world face the same challenges: creating a sustainable 
infrastructure system where all stakeholders have confidence in the integrity of the process and 
have a shared vision of improved infrastructure performance.  One thing that I have learned from 
my interactions with thousands of regulators and managers is that I still have much to learn. So I 
conclude with the standard plea from academia:  keep learning.  My spin on that point is that 
learning is about far more than equations and numbers.  It is about honest negotiation and 
communication so that policies are supported by others.   
 
In addition, I have learned that policies are not self-implementing.  They require leadership.  A 
leader provides direction, which is appropriate when the right direction is known. In contrast, 
leadership brings people together to tackle difficult and complex problems—where the direction 
is unclear.  We work within institutions, we gather information, we develop (and respond to) 
incentives, we listen to (and create) ideas, we honor and are true to our core ideals, and we try to 
become individuals who make a difference.  So I hope that each of you will provide the kind of 
individual leadership that brings three qualities to the processes required for resolving 
infrastructure conflicts: humility, a respect for factual analysis, and compassion. Ultimately, high 
performance depends on individuals like you. 
                                                 
6 Heifetz, Ronald A. 1994. Leadership without Easy Answers, Belknap Press—Harvard University Press, p. 15 
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Appendix:  Focus on Information and Incentives 
 
Some of these points are developed more fully below—a more comprehensive listing of key 
lessons that has emerged from past PURC Advanced Courses:      
 

1. Data analysis involves both subjective and objective elements: The subjective part arises from 
placing weights on the different dimensions of performance (for example, expanding network 
coverage versus improving service quality).  Social values, as translated into laws, determine the 
weights to be given to different performance goals.  The objective component relates to the 
application of appropriate methodologies for evaluating performance over time and across 
decision-making units. 
 

2. Benchmarking represents a valuable management tool that enables decision-makers to 
identify and reward top performing units:  “Executives manage what they measure.”  The 
absence of data is evidence of weak managerial processes.  Of course, not all that is important is 
easy to measure, but it is better to have an approximation of an important indicator than a precise 
calculation of an irrelevant indicator.   
 

3. Information helps different stakeholder groups understand the performance of different 
units:  The affected communities deserve to be informed of trends and relative performance, so 
pressure can be placed on those responsible for improving sector performance.   

 
4. Multi-period information on operations and financial conditions is essential for decision-

making:  Retaining historical data provides analysts with the opportunity to identify trends and 
conduct more robust statistical analyses.   
 

5. The fundamental objective of a benchmarking study is to measure productivity and 
efficiency so that the analyst can make comparisons: Productivity considers the link between 
inputs and an organization’s outputs.  Efficiency is related to productivity, but it involves 
establishing a standard and determining how close the firm comes to meeting that standard: how 
far is the utility from “efficient practice”?  How near is the utility to the frontier?  Effectiveness 
refers to the extent to which an organization achieves its stated objectives.  If the objectives are not 
quantifiable, then success cannot be measured.  If the goals are unrealistic, the targets are 
meaningless.  If the goals are easily achieved, then they are unnecessary.   
 

6. Benchmarking can trigger political changes internal to organizations:  As performance is 
highlighted on a regular basis, those responsible for implementing successful cost reduction 
programs are likely to gain influence within the utility.  Greater transparency and public awareness 
of relative performance put pressure on weak utilities to restructure their management teams or to 
develop better incentives for meeting well-defined targets.   
 

7. The ability of researchers to conduct and evaluate studies is affected by database limitations 
and methodological shortcomings:  Clearly, information contains errors (whether due to errors in 
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reading meters or transferring data from sources to accounting reports).  Managers need to 
continually seek ways to improve their information systems.  Similarly, the various benchmarking 
techniques each involve limitations—whether the methodology involves partial indicators, 
statistical estimates, or data envelopment analysis.  Within organizations, “avoid information 
empires”: make data widely available. 

 
8. Data can be used for forecasting likely future developments:  Demand forecasting is essential 

for business planning (for investments and operations):   Business plans serve as reality checks 
for decision-makers:  are the cash flows reasonable and will the operational targets be met under 
current financial constraints?  Will quality of service be improved under the business plan? 

 
9. Benchmarking puts pressure on management and regulators:  When citizens see what some 

utilities (or divisions of a utility) have been able to accomplish, they are in a position to reward 
strong performance and raise questions regarding weaker performance.  Without information, 
citizens are basically in a vacuum.  Similarly, various groups have also performed benchmarking 
studies of regulatory agencies, focusing on both adherence to accepted (and mandated) processes 
and actual performance in the sector being regulated. 

 
10. Benchmarking is one instrument for promoting transparency and access to information:  

Annual reports and other communications from utilities provide some data that can be used for 
making comparisons.  However, it is important to have more comprehensive studies that focus on 
performance over time and across comparable decision-making units. 

 
11. Benchmarking reduces information asymmetry for decision-making:  Within a utility, 

executives at the highest levels tend to receive summaries of information, yet the detail can reveal 
patterns that are very important.  Without more careful data analysis, the executives are in no 
position to develop and implement new strategies for improving performance.  Similarly, 
regulators have far less information on actual and potential performance than managers.  Getting 
the information out into the public domain improves decision-making:  “People are entitled to their 
own opinions, but not to their own facts.”   

 
12. Benchmarking sets baselines:  Managers need a clear idea regarding the actual status of 

operations and the financial sustainability of their utilities.  Benchmarking documents current 
conditions and performance, so improvements can be quantified relative to current indicators.   

 
13. Benchmarking can be used to establish targets:  The best-performing decision-units provide 

evidence of best practice:  the current frontier.  How quickly other decision-units should be able to 
move to that frontier is a more complicated question requiring input from all stakeholders, 
including utility management.  However, with benchmarking, the burden of proof is placed on 
decision-makers to explain their organizations’ relative performance and their ability to move to 
the frontier. 

 
14. Benchmarking promotes continuous improvements:  Key Performance Indicators (KPIs), like 

output per worker, can be used to track improvements in utility performance.  Another type of 
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benchmarking, called process benchmarking, focuses on individual production processes in the 
vertical production chain.  Managers from different organizations can share “best practices” and 
improve utility performance.  One advantage of this approach is the ability to identify specific 
stages of the production process that warrant attention (including pumping, intake, transport, 
clarification and filtration of groundwater, purification and treatment of raw surface water, 
maintenance, meter reading, collections, planning, etc.).   

 
15. Metric benchmarking can include a variety of quantitative tools:  The various methodologies 

have different degrees of sophistication (each with their associated strengths and limitations.  Key 
Performance Indicators (KPIs) tend to be partial indicators, capturing one feature of performance.  
Statistical methods include Ordinary Least Squares (OLS), Corrected Ordinary Least Squares 
(COLS), and Stochastic Frontier Analysis (SFA).  These methods are labeled parametric, since 
they provide statistical measures of goodness of fit and parameters (or coefficients) for the cost or 
production functions.  Data Envelopment Analysis (DEA) is a nonparametric technique in which 
linear programming is applied to a selected set of variables to calculate an efficiency score for 
each utility (or decision-unit).  DEA has the advantage of not requiring a specific functional form.  
  

16. Reports should avoid the use of excessive jargon:  Technical terminology has its place, but only 
for technical communities.  There are different audiences for benchmarking reports.  The analyst 
should know the audience (a legislative committee or the general public) and determine the 
appropriate format for the report.  Such reports can be misinterpreted or misused, so great care 
must be taken to explain how robust the results are and how the ranking will be utilized.  
Preliminary reports can seek input from stakeholders.  Final reports should be widely available for 
review.   

 
17. The focus should be on what is important, not what is easily measured:  Studies can hide as 

much as they reveal.  Analysts should address the real issues and not bury the implications of a 
study in footnotes.  Readers will want to understand why the study was conducted and how it will 
be used.  An authoritative and robust study should point out the strengths and limitations of the 
methodologies utilized and the implications for decision-makers.  If the study is preliminary in 
nature, that should be made clear early in the report.  Finally, “The perfect is the enemy of the 
good.”  No study is perfect. The task is to get started.   

 
18. Benchmarking can be disruptive:  The press is likely to sensationalize the comparisons and 

vilify managers and regulators.  Comparisons are bound to create problems for those utilities 
identified as “weak” or for those divisions (within a utility) identified as performing poorly.  
People will point fingers and managers will scramble.  When dramatic change is called for, such 
disruption is quite appropriate.  However, the analyst needs to be completely candid about his or 
her confidence in the results (or rankings) determined by the analysis. Managerial and political 
careers can be affected by performance benchmarking studies.   

 
19. Benchmarking studies force decision-makers to face reality:  Facts focus attention on particular 

dimensions of performance.  So long as there are no facts, different groups can make claims, but 
those claims will not be backed up by evidence.  Benchmarking changes the “game” since it 
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provides information to stakeholders.  That information captures the context within which the 
industry operates and the actual performance of service providers.  Rhetoric about water or energy 
as a “human right” that should be available to all can help citizens prioritize sectors receiving 
public funds.  However, that rhetoric is empty if it does not specify a plan for achieving specified 
goals.   

 
20. Analysts should draw upon the skills and support of personal networks of experts:  No 

analyst can afford to work alone.  The preparation and dissemination of sound benchmarking 
studies require a wide range of skills, some technical and some strategic.  Continuing education is 
essential if analysts are to remain abreast of new developments.  Colleagues in organizations 
around the world are able to provide advice and feedback on technical studies.  Analysts can work 
with local university researchers and with professionals who share their interest in strengthening 
performance in infrastructure sectors.    


