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ABSTRACT
The purposes of this paper are to estimate the inefficiencies of water supply industries and to
compare the inefficiencies whether water pollution is considered or not. The inefficiencies were
calculated by generalized cost function for the period from 2004 to 2007 in Japan. Moreover, this paper

examines how much water service cost raised due to the increase of water pollution. Our main finding
is that the inefficiency value when water pollution is not considered is calculated by about 10 excessive
percent compared with the inefficiency value when considering it. Furthermore, we found that the
water service cost increases by about 0.1 % when water pollution increases by 1 %, and about the 48%
is due to the inefficiencies of the water supply industries.
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